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NATIONAL INCOME ACCOUNTING 


JEREV: 


Voprosy Ekonomiki, No. 11, 1960 


blems of Methodology of National Income Calculations 


> correct calculation of the national income, 
or the entire Soviet Union and for individual 
Republics is of exceptionally great impor- 
for the planned guidance of the national econ- 


2 main methodological principles of calculating 
tional income have been determined by Marx- 
eninist economic theory. As we know, the value 
total product produced in a given year was 
| by Marx the gross output, while the newly 
ed value was called the gross or national in- 
“The gross income,” Marx wrote, “is that 
yn of the value of the gross product (Bruttopro- 
oder Rohprodukts) which remains after de- 
ie that portion of value (and that portion of the 
product measured by it) which replaces the con- 
capital advanced and consumed in production. 
ross income then is equal to wages (or to that 
yn of the product which will turn once more 
1e income of the laborer), plus profits, plus 
(1) 
the basis of the Marxist definition of national 
ie it can be measured by two methods: first, 
tluding from the value of the social product the 
med means of production and, second, by sum- 
the main, primary incomes formed out of the 
created value. The first method is called the 
ction method, the second — the personal, or 
butive method. 
_of the main conditions for the proper calcula- 
f national income is the exact delimitation of 
jal production and the non-material sphere of 
ty, inasmuch as the national income is created 
n the sphere of material production and in 
hes which serve production or represent its 
uation. In Soviet economic literature and in 
ce the following branches of the national econ- 
re classed in material production: industry, 
‘uction, agriculture, forestry, freight trans- 
the part of communications serving production, 
parts of trade and public catering which bring 
cial product to the consumer (its transporta- 
ackaging, sorting, preparing of food in public 
ng establishments, etc.), material-technical 
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supply, procurements, and other branches of mate- 
rial production (publishing, production of films, 
procurement of salvage materials, metal scrap, 
etc.). 

The value or money expression of the social prod- 
uct and national income forms the basis of financial 
planning. At the same time, indices in physical 
terms which are provided in the national economic 
development plans of the Soviet Union are also used 
in financial planning. In drawing up the national eco- 
nomic development plan, the social product and na- 
tional income are evaluated in current prices, that 
is, in existing prices. The state budget, through 
which a considerable part of the created national in- 
come is distributed and redistributed, is also drawn 
up in current prices. This makes it possible to de- 
termine correctly the volume and growth rate of 
social production, the level of and rate of increase 
in the people’s material welfare, and the degree to 
which other requirements of society are met. This 
ensures the correct appraisal of the aggregate so- 
cial product, national income and state budget ex- 
pressed in value terms. But in actual practice 
prices change in different periods. Moreover, the 
changes are uneven for various types of goods. 

That is why to determine the dynamics of output and 
national income so-called stable prices are used. 

The practical advisability of using the production 
or personal method of calculating national income is 
dictated by the concrete tasks of national economic 
planning and the existing system of accounting the 
outlays and results of labor in the process of pro- 
duction and distribution of material values. The use 
of the personal method of calculating national in- 
come is fully appropriate if the primary incomes 
are correctly calculated and secondary, derivative 
incomes are not added to them. The State Planning 
Committee of the USSR and the Central Statistical 
Administration of the USSR, as a rule, calculate na- 
tional income by the production method. This 
means that the total amount of national income is de- 
termined as the sum of net output of separate bran- 
ches of material production expressed in value 
terms. Net output is the difference between gross 
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output and the material expenditures connected with 
its production. 

In industry gross output is calculated as the sum 
of output of all enterprises. It includes also jobs 
of an industrial nature for other branches, the cap- 
ital repair of equipment and machinery of industrial 
enterprises, changes in the balance of semi-finished 
goods and incompleted production in the period for 
which national income is calculated. 

Gross output of construction is equal to the value 
of construction, assembly, geological prospecting, 
and designing and survey work credited to definite 
projects, the value of the work of drilling oil wells, 
as well as the value of capital repairs of buildings 
and structures. Some economists propose that the 
value of equipment which requires or does not re- 
quire assembly should be included in the value of 
gross output of construction. In our opinion, sucha 
method is wrong. Installed machines represent the 
finished output of a definite branch of material pro- 
duction, the machine-building industry. Inasmuch 
as it has already been counted in that part of the 
total social product and national income which origi- 
nates in this branch of material production, its in- 
clusion in gross output of construction would mean 
double counting. 

Calculation of the gross output of agriculture is 
made for the calendar year. Gross output here in- 
cludes the value of the finished products of crop 
and livestock farming, the increase in incompleted 
production and the growth of perennial plants (ex- 
cept forests). The gross output of forestry is de- 
termined as the sum of the value of realized stand- 
ing timber and the outlays for forest management 
and afforestation. 

The gross product (incomd of transport is made up 
of receipts from freight shipments and accompany- 
ing freight operations (loading and unloading, storag- 
ing, etc.) performed by all modes of transport. In 
our economic literature differences still remain in 
the classification of Separate modes of transport 
related to the sphere of material production. In 
some Studies passenger traffic is also included in 
the sphere of material production. Suchan approach 
is incorrect. Passenger traffic represents a ser- 
vice which is by no means of a production nature. 
It ensures the movement of people and not the cir- 
culation of the social product. That is why passen 
ger traffic is not directly related to the reproduc- 
tion of output and does not create new value. The 
source of its profit is the personal incomes of the 
population; this profit is formed as a result of the 
redistribution of national income through the pay- 
ment for services. Together with freight traffic, 
the communications sector serving production is 
classed in the sphere of material production. Its 
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output is the value of the services of communica) 
tion enterprises paid for by branches of materia 
production. 

Trade creates national income only to the exte 
to which it implements the process of continuing 
completing the process of production of goods. 
calculations of the social product the so-calledt: 
charge is regarded as the gross output of trade, 
The trade charge is the difference between thep: 
at which trading organizations buy goods from p:; 
duction enterprises and the price at which they 
the goods to the population. But it should be bor 
in mind that it is not the total sum of the trade 
charge (discount) received by the trading organi: 
tions which goes for production purposes, that is 
for bringing the product to its full use value. Ai 
siderable part of these funds is used for the pay 
ment of wages to workers, who, considering thei 
activities, cannot be included in the sphere of mi 
rial production, and also to cover other trade ex 
penses not connected with production. The char; 
which covers outlays for the procurement of goo 
and ensures a normal profit is regarded as the 
gross output of the procurement sector. 

The bulk of industrial output is marketed thro 
sales and supply organizations. Their expenses 
covered by the discounts they receive, with the } 
ter being included as a part of national income. 

Gross output of the publishing sector is deter- 
mined by the volume of printed matter given in 
prices of the publishing houses. Gross output o! 
the film industry is the value of the output of fil 
studios at the actual price of its sale to the Cent 
Film Distributing Organization. 

The sum of gross output of the branches of m: 
rial production cited above over a definite perio 
usually a year, represents the aggregate social 
product. By deducting from this all the materia 
outlays connected with the production of the soe 
product we obtain the magnitude of a country’ SI 
tional income. 

The production method of calculating nation 
come has great advantages as compared with th 
personal method. With the former method it is 
possible to establish more precisely the branch 
structure of national income, the structure of th 
elements of living and materialized labor expen 
in the process of creating national income, th e 
portions between the replacement fund and th eI 
tional income both for the national economy as” 
whole and for branches of production and social 
sectors. This method helps us to analyze the it 
cate process of production and distribution of 0 
put and thereby discloses the connections betw 
branches in the process of producing this out pu 
All this is of exceptionally great importance in 
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mining the prospects of economic development 
Jue regard for the concrete tasks of commu- 
onstruction. 
= use of the personal method is more accepta- 
1 the planning work of financial agencies. This 
plained, above all, by the role which the finan- 
system — the state budget in the first place — 
in the distribution and redistribution of the 
nal income. The financial system helps to 
ve the correct formation of the primary in- 
S of Socialist enterprises, economic organiza- 
and the population. The financial system plays 
role in the redistribution of the national in- 
between the productive and non-productive 
‘eS, among branches of the national economy 
mong individual economic areas and Union Re- 
cS. To discharge their functions properly, 
ing and financial agencies must have a correct 
of the size of the primary incomes of socialist 
prises and the population, the sum of which in 
nal analysis represents the national income. 
> Same time the uSe of the personal method 
Ss it possible to control the correctness of cal- 
ing national income by the production method, 
veal the reasons for discrepancies and diver- 
es in the indices of production and distribution 
» national income. 
2 of the central problems connected with the 
f the personal method of calculating the na- 
| income is the correct determination of the 
ary incomes formed in the process of producing 
cial values. In our economic literature and in 
ice the concrete differentiation of primary and 
idary incomes is still a subject of discussion. 
ist economic science provides exact methodo- 
11 principles for the solution of this problem. 
ary incomes should be understood as the ag- 
te incomes received in the sphere of material 
ction by its participants, or, as Marx put it, 
» agents of production. Under our conditions 
are the primary incomes of the population en- 
in the productive sphere, the primary incomes 
state and of state enterprises,andthe primary 
ies of collective farms and cooperative organ- 
ns. The primary incomes of the population 
le the following main types of incomes: a) 
; and incomes of the type of wages (premiums, 
received in branches of material production; 
somes of the collective farmers in money and 
d; c) incomes from the personal and sub- 
y husbandries of collective farmers, workers 
mployees; d) incomes of the population from 
g and the collection of wild-growing plants. 
rimary incomes of the state and state enter- | 
3are: a) profits received by state enter- 
3, including payments from profits to the state 
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budget of the Soviet Union; b) turnover tax; c) so- 
cial insurance contributions; d) forestry income; 
e) interest charges for credit, etc. The primary 
incomes of collective farms and cooperatives are: 
a) net income from the agricultural operations of 
collective farms, income from industrial enter- 
prises of collective farms, and other incomes; b) 
profits, turnover tax, and contributions to the 
mutual benefit funds of cooperatives. The aggregate 
of all these incomes should comprise a sum equal to 
the national income of the country. 

#1OK 

In present-day conditions, along with the correct 
calculation of the national income for the country 
as a whole, it is important to ascertain the magni- 
tude of the national income for every Union Repub- 
lic. Each Union Republic is vested with broad rights 
in the management of industry, agriculture and con- 
struction, in the development of culture and science. 
The Union Republics now have under their jurisdic- 
tion industrial enterprises which produce 96.5% of 
the country’s entire industrial output, as well as 
state farms, trading organizations, housing opera- 
tions and public utilities, the educational system, 
the public health services and other branches of the 
economy and culture. 

As we know, the existing level of economic de- 
velopment of the individual republics is not the re- 
sult of the activity of the working people of the 
given republic alone. The economic advance of all 
the Union Republics is the result of the efforts of 
the whole Soviet people. The Communist Party and 
the Soviet Government, in directing economic de- 
velopment, proceed from the interests of all the 
peoples of the Soviet Union. In locating socialist 
production, the Soviet state is guided above all by 
the principle of ensuring minimum outlays of social 
labor per unit of social product, that is, the princi- 
ple of the maximum economic efficiency in the em- 
ployment of the available mate~ial and labor re- 
sources. This determines the need for the cen- 
tralized utilization of a considerable part of the 
country’s national income. This, in turn, is bound 
up with the process of distribution and redistribu- 
tion of the national income produced in the various 
republics. 

The redistribution of the national income also 
stems from the fact that in the socialist society 
alongside the productive sphere there also exists a 
non-productive sphere in which no national income 
is created and which needs corresponding funds for 
its functioning and development. Further, to form 
national economic funds of accumulation and con- 
sumption the socialist state must enlist part of the 
net income of collective farm and cooperative es- 
tablishments. Redistributive relations are also 
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necessary because in various branches of material 
production and in economic areas the amount of 
money accumulations does not always conform to 
the requirements determined by the plans of eco- 
nomic and cultural development of the various re- 
publics and areas. Thus, the primary distribution of 
the national income is supplemented by an intricate 
process of its redistribution, as a result of which the 
necessary funds for the development of socialist 
society are formed. The proper planning of the dis- 
tribution and redistribution of the national income is 
of exceptionally great importance for ensuring the 
necessary proportions of socialist reproduction and 
its high rates of growth. 

Now that the Union Republics are discharging ex- 
tensive functions in managing all branches of the 
economy, each republic must know the magnitude of 
production of the social product and national income 
in its territory and the existing distributive rela- 
tions among the republics. Until recently the Union 
Republics calculated only the social product and 
national income produced therein, but did not study 
sufficiently the problems of distribution and redis- 
tribution of the national income. There is a great 
need for this work now, inasmuch as without a seri- 
ous analysis of the dynamics of the production of 
national income and its distribution it is impossible 
to direct the complex, diversified economy of the 
Union Republics. 

The distribution and redistribution of the national 
income within the Union Republics and among the 
Union Republics is implemented mainly through the 
state budget, the credit system and prices. Of pri- 
mary importance is the budget system through 
which the national income is mainly redistributed 
among the republics and branches of the economy. 
A more correct planning of the economic and cul- 
tural development of the republics requires the 
drawing up of a balance of the financial relations of 
the Union Republics with the centralized all-Union 
fund of financial resources and a thorough study of 
the processes of redistribution of the national in- 
come among the republics. For this purpose it is 
necessary to determine and analyze a number of in- 
dices characterizing the financial relations of the 
Union Republics with the all-Union fund, namely, 

a) the size of that part of the national income cre- 
ated and utilized in each Union Republic, and b) the 
size of that part of the national income transferred 
to the all-Union fund and received from the all- 
Union fund. 

The practical use of the balance of financial rela- 
tions of the Union Republics with the all-Union fund 
largely depends on the correct drafting of the bal- 
ance and its main sections. A solution of this prob- 
lem depends directly on the theoretical and 


practical working out of problems connected wit} 
the redistribution of national income among the 
Union Republics and within each republic. In thi 
connection the first question that arises is that ¢ 
working out a scientifically based method of cal 
lating the national income at the republic level. 

The existence of commodity production and ¢i: 
culation and, consequently, of an accounting of o1 
lays and economic results in value (money) tern 
means that the magnitude of the national income 
as the total value newly created by society in the 
course of the year — can be expressed only ina 
definite sum of money. Inasmuch as in daily pr 
tice the planning and accounting of the social prc 
uct and of material outlays is conducted in currs 
prices, the primary distribution of the national i 
come and its redistribution through the state buc 
is also based on these prices. To compare the1 
tional income with the state budget and to ensurs 
their mutual coordination, it is necessary to pla 
and keep account of the national income on the b 
sis of actually existing prices. But it is perfect 
clear that the existing system of price for matio1 
under which prices differ substantially from the 
value of some goods (both means of production 2 
articles of consumption), exerts a direct influen 
on the size of the realized national income and i 
dynamics in the Union Republics. In view of the 
specific features of the existing system of price 
formation in the Soviet Union, a number of impo 
tant and intricate problems arise in calculating | 
analyzing the national income both for the count 
as a whole and for the Union Republics. “ta 

Calculation of the national income in existing | 
sales prices does not give an exact idea of the & 
nitude of the net income created in separate bra 
ches of production and therefore does not show 
place and role of one or another branch in the ¢ 
ation of the national income. It follows from thi 
that without taking into account the specific 
of price formation it is difficult to draw cor 
conclusions about the role of individual repu 
the creation of the national income. 

The Union Republics do not represent clo 
nomic entities. The historically evolved so: 
sion of labor between the individual economic 
of our country determines their mutually interd 
pendent economic development. The movement : 
masses of commodities, through which the econ 
ic ties between the Union Republics and the cou 
areas are effected, represents the movement o! 
responding masses of the social product and nat 
al income created in different republics and ar‘ 

Under the existing system of price formation 
the existing system of settlements for the supp 
and sale of goods there is no full conformity in 
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ment of commodity and money masses ex- 

ing identical value proportions, that is, the 

»f prices does not reflect exactly the value of 
cial product in each separate Union Republic. 

* the existing system of prices, the sum of in- 

s of all branches of production and the national 
1€ Can coincide only for the country asa whole. 

ler the existing system of price formation, differ - 


; in the branch and social structure of the economy 


ividual republics directly affect the deviation of 
ze of the created national income from the volume 
national income realized onthe territory ofthe 
republic. The scale of this deviation may change, 
ding on shifts inthe branch structure of the repub- 
economy and in the amount of income received 
the sale of the output of individual branches. 
it is particularly important to discuss the 
mdology of calculating the turnover tax by Union 
jlics, inasmuch as the deviations of the price 
the value of goods are connected primarily 
his tax. 
present the statistical agencies of the Union 
ylics calculate national income in prices of the 
prises, that is, without the turnover tax. The 
ff the turnover tax by Union Republics is cal- 
2d centrally by the Central Statistical Adminis- 
n of the USSR and the statistical agencies of 
nion Republics are informed about the data. 
istribution of the turnover tax for each com- 
y among the republics is done proportionally 
output of the taxable commodity. The use of 
aethod is justified by the fact that it conforms 
existing system of price formation and the 
ology of calculating national income for each 
h of material production. But this method of 
lating the turnover tax for the Union Republics 
10t reflect with precision the actual size of the 
1lized net income created in one or another 
lic. If, on the territory of the given republic, 
yrises producing consumer goods account for 
‘e share of the total industrial output, this does 
; yet signify that the size of the net income of 
y conforming to this share is really created 
Under these conditions republics in which 
are of industries producing consumer goods is 
- will realize the net income of society created 
er territory. Thereby they are placed in more 
ntageous” position than republics with a higher 
of products of heavy industry, prices of which 
‘provide for the realization of the entire net 
e created. From this it follows that the calcu- 
of the turnover tax in the republic where it is 
1 helps to compute the national income more 
tly and to some extent solves the problem of de- 
1ing the national income actually produced in 
en republic. 


The turnover tax, aS we know, represents that 
part of the net income of society which is fully allo- 
cated to the centralized state fund. A certain part 
of the national income created in various economic 
branches and areas is realized through this tax. 
Therefore, while the turnover tax for the country as 
a whole represents a definite part of the net income 
created in the entire national economy, in each 
Union Republic — owing to the differing structure of 
production and the existing system of price forma- 
tion — the share of the turnover tax in receipts 
from the sale of output is different. The amount of 
the turnover tax calculated for a particular repub- 
lic does not reflect fully the corresponding share of 
the net income actually created in the given republic. 
It may be larger or smaller, depending on the 
branch structure of the economy and the volume of 
sales of goods on which the turnover tax is levied. 
Thus, calculation of the turnover tax, whether at the 
place of production of the taxable output or at the 
place of its sale, still does not fully solve the prob- 
lem of correctly ascertaining the size of national in- 
come really created in a republic. That is why it is 
important to work out more substantiated methods 
of calculating the national income of the Union Re- 
publics for the areas where it is created. The cor- 
responding economic institutions must work on this 
problem so as to calculate the national income more 
precisely not only for the country as a whole, but 
also for each Union Republic. This will improve 
the appraisal and planning of necessary changes in 
the territorial redistribution of the national income, 
the financial relations between the Union Republics 
and the all-Union fund. For example, when the na- 
tional income of the Ukrainian Republic for 1958 
was calculated with the turnover tax reckoned in 
conformity with the quantity of taxable output rather 
than for the area where it was realized, it provedto 
be six billion rubles greater than the national in- 
come realized on the territory of this republic 
under the existing system of paying the turnover tax. 
But until the appropriate methodology for calculat- 
ing the national income of the Union Republics at 
the place of production is worked out, it is advisable 
to determine the size of the national income cre- 
ated according to the methodology accepted by the 
Central Statistical Administration of the USSR, that 
is, to calculate it proportionally to the production 
of the output on which the turnover tax is paid. Such 
a method is based on the existing system of price 
formation and conforms to the accepted methodology 
of calculating the social product and national in- 
come. It makes it possible to establish the econom- 
ic relations among different branches and economic 
areas on the basis of those prices in which the en- 
tire economic circulation of the national economy is 
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conducted. As the prices of means of production are 
further adjusted and brought to a level at which they 
will reflect more fully the value created in indus- 
tries producing means of production, the task of 
more precisely calculating the national income by 
Union Republics will undoubtedly be simplified. The 
problems which arise in elaborating methods of cal- 
culating national income by Union Republics include 
the correct determination of net income in the 
sphere of material-technical supply, transport and 
communications enterprises. When the railways 
are under the jurisdiction of an all-Union ministry, 
it is quite difficult to ascertain the income -- specifi- 
cally the net income -- of the railways by terri- 
tories. It is a fact that a number of railways run 
through the territories of several republics, while 
the administration of a particular railway line is 
located in one republic and the annual report on the 
work of the line is drawn up for the administration 
as a whole. In such cases two methods can be em- 
ployed to compute the income of railway lines: a) 
the method of distributing the income of rail trans- 
port by Union Republics proportionally to freight 
shipments, and b) the method of determining in- 
come in proportion to the length of the section ofthe 
railways on the territory of various republics. The 
first method is more precise, but owing to the ab- 
sence of the relevant data we must use the second 
method. For example, the income of the Tashkent 
Railway Line is distributed in the following propor- 
tions: Uzbek Republic -- 78%; Tajik Republic -- 
10%; Turkmen Republic -- 7%; Kirghiz Republic — 
5%. A Similar procedure has to be employed in es- 
tablishing the net income of the inland waterways, 
the merchant marine and partly of air transport. 
Thus, under the existing system of price formation 
and the prevailing economic ties between areas 
there are serious difficulties in calculating and ana- 
lyzing the distribution and redistribution of the na- 
tional income by Union Republics. But it is now 
possible to establish more or less precisely the 
separate elements of the national income of the Un- 
ion Republics, including the primary incomesof so- 
cialist enterprises and the population. 

An analysis of the proportions in the distribution 
of the primary incomes of socialist enterprises and 
the population in the Union Republics over a number 
of years shows that their changes in each republic 
proceed unevenly. What is common for all the Un- 
ion Republics is the rise in the share of primary in- 
comes received by socialist enterprises in the na- 
tional income, with a steady absolute growth of the 
primary incomes of socialist enterprises and the 
population. But the extent of these changes in sepa- 
rate republics is uneven. This is explained by the 
varying influence of some general measures of the 
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state (price changes, wage adjustments, etc.) on 
formation and dynamics of incomes of separate 
Union Republics and the uneven rates of growth ¢ 
output in major branches of their economy. The 
relative growth of primary incomes of socialist 
terprises makes it possible to increase the accu 
lation fund and to increasingly satisfy the requir 
ments of the population out of social funds. 

The determination of the size of the Soviet Uni 
national income and the shares of the Union Rept 
lics, as pointed out earlier, is of great importan 
for financial planning and for an analysis of the 1 
lationship between the Union Republics and the a 
Union fund of financial resources. For this purr 
it is necessary to have comparable data on natio 
income in all the Union Republics. Such data ca 
obtained in several ways. One of these is to cal 
late national income per head of population. Her 
again the question of the turnover tax arises: 
should national income per head of population in 
republic be calculated with the turnover tax in- 
cluded or without it? Depending on the task set, 
is possible to use either method. To get a fuller 
idea of national income and its redistribution it : 
advisable to calculate the national income of a ri 
public per head of population, taking into accoun’ 
the turnover tax at the place of production of the 
taxable output. In this way the sum of primary i 
comes per inhabitant of a republic is establishec 
This is very important, inasmuch as the budget : 
a republic is formed largely out of allotments fr; 
the turnover tax accumulated on the territory of 
given republic. The inclusion of the turnover ta 
the calculation of the national income as a whole 
the Union Republics and on a per capita basis, rm 
the size of national income comparable with the! 
et and permits a more exact characterization ¢ 
the process of distribution and redistribution of 
national income through the financial system. 

Thus, the starting point in analyzing the redi 
bution of the national income among the thio 
publics and in drawing up financial plans for te: 
tories must be the establishment of the size of t 
national income of each Union Republic, a study 
its dynamics and the share of the republic in 
country’s total national income, and an analy 
the comparative data on national income per he 
of population. . 

The problem of the redistribution of the nati 
income among the Union Republics has assun 
particularly great importance in view of the 
ganization of economic management and the ext 
Sion of the rights of the Union Republics. Natu 
this does not at all mean that prior to the reorg 
zation of the management of industry and consti 
tion there was no planned territorial redistribut 
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> national income. This process did take place, 
wing to the forms of economic management 

ing at that time the redistribution of the nation- 
-Ome among the Union Republics did not repre- 
an independent economic problem; it was in- 
rably bound up with the redistribution of the 

nal income among the branches of the economy. 
the Situation is different. As pointed out ear- 
almost all the branches of the economy located 
e territory of a given republic are now under 
irisdiction, the national income is created pri- 
ly at enterprises subordinate to republican 

S, and its distribution and utilization are im- 
ented in large measure through the budgets of 
Mion Republics. Hence, at present, in addition 
distribution among branches, the territorial re- 
ibution of the national income is of special im- 
ince. It should be noted that there is an in- 
rable connection between these two forms of 
tribution of the national income and that they 
frequently are intertwined. Nevertheless, an 
sis of each one of them represents an econom- 
oblem of its own. That is why the task arose of 
ing a definite line of demarcation between these 
orms of redistribution of the national income. 
examining the question of the territorial re- 
ibution of the national income we must first of 
stablish the principles of delimitation of the 
tories themselves. Such a delimitation must 
ised above all on the economic principle. A 
tory should have a sum total of features which 
1 make for a certain degree of economic and 
ral independence. Such features are inherent 

> Union Republics. That is why the problem of 
torial redistribution of the national income on 
cale of the entire national economy resolves it- 
above all into the problem of the redistribution 
2 national income among the Union Republics. 
does not mean that this problem does not exist 
na Union Republic. It undoubtedly does exist. 
vithin the bounds of a republic it resolves it- 
nto the problem of redistribution within bran- 

_ It should be borne in mind that not every 

ing of funds can be regarded as territorial re- 
ibution of national income. Territorial redis- 
tion signifies a shifting of part of the gross in- 
.which is connected with changes in the pro- 
ons, rates and scale of reproduction by econom- 
eas which represent independent economic units. 
such an approach to the solution of the prob- 
makes it possible to establish an objective cri- 
n — the boundary characterizing the territorial 
tribution of the national income. 

e planned distribution and redistribution of the 
nal income of the Soviet Union is designed to 

-e the necessary rates of and proportions in 
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socialist extended reproduction both for the coun- 
try as a whole and in each Union Republic. It is 
possible to redistribute only that part of the pri- 
mary incomes of society created in the given repub- 
lic, the withdrawl of which does not disturb the nor- 
mal process of reproduction in each republic. To 
determine the optimum size of part of the national 
income of a Union Republic which can be used for 
general state needs, we must first of all ascertain 
the amount of funds needed for the development of 
the economy and culture of the given republic in 
conformity with the over-all national economic 
plan. Since the national economy, material well- 
being and cultural level of the working people in all 
the Union Republics are growing steadily, a con- 
stantly increasing part of the national income will 
actually be redistributed within the republics in 
which it is created. That part of the national in- 
come which remains after meeting all the require- 
ments of the republics arising from the over-all na- 
tional economic plan, will be subject to territorial 
redistribution. Thus, the concrete size of the re- 
distributed part of the national income is estab- 
lished in conformity with the assignments of the 
state plan for the development of the country’s econ- 
omy and of the separate republics. All this de- 
mands a deep and comprehensive study of the con- 
dition and prospects of the economy of each repub- 
lic, the amount of national income created in it, the 
requirements for funds for economic and cultural 
development and the financial sources for covering 
them. 

The financial resources needed to meet the re- 
quirements of each Union Republicand their sources 
are determined first of all in the process of pre- 
paring the budgets of the Union Republics. Of great 
importance also is an exact accounting of the funds 
assigned for the corresponding purposes by the 
credit system and by enterprises and institutions 
out of their own accumulations. 

It will be recalled that the budget revenues of 
the Union Republics are made up out of their own 
receipts and allotments from all-Union taxes and 
incomes accumulated on the territory of the given 
republic. Such a formation of budget revenues of 
the Union Republics ensures centralized guidance of 
finances and control over their proper use on a na- 
tional scale. Establishing the requirements ofa 
republic for funds for the development of its econ- 
omy and culture in conformity with the national 
economic plan, financial agencies plan the allot- 
ments from all-Union incomes and taxes and there- 
by actively influence the process of distribution and 
redistribution of the national income of the Union 
Republics through the budget system. 

The budgets of the Union Republics are steadily 
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growing, together with the advance of their econ- 
omy. Simultaneously the role of the republican budg- 
ets in the distribution and redistribution of the na- 
tional income is being enhanced. The growthof budg- 
ets is proceeding by means of both an increase in 
the republics’ own incomes and by greater allot - 
ments from all-Union incomes. The budgets of the 
Union Republics have particularly increased in con- 
nection with the reorganization of the management 
of industry and construction. Whereas in 1950 the 
share of the budgets of the Union Republics in the 
state budget of the USSR was 23.5%, it rose to 50.9% 
in 1958 and 52% in the budget approved for 1960. 
This growth is being accompanied by important 
structural changes in the utilization of budget funds, 
above all by a rise in expenditure for financing the 
economy of the Union Republics. Such a sharp in- 
crease in the weight of republican budgets in the state 
budget of the USSR undoubtedly implies a greater 
role for the budgets of the Union Republics in the 
distribution and redistribution of the national in- 
come. These qualitative changes in the financial 
system are connected with the reorganization of 
economic management and specifically with the 
placing under the jurisdiction of the Union Republics 
of almost the entire economy functioning on their 
territory. But this does not at all signify a weaken- 
ing of the role of all-Union financial institutions and 
centralized guidance in the sphere of finance. Under 
the new conditions of managing the national economy 
the role of planned state guidance on the national 
level is heightened. This is manifested particularly 
in the strengthening of the redistributive functions 
of the state budget. Ensuring fully the requirements 
of the Union Republics for money resources (on the 
basis of the plans for the development of their 
economy), the financial system at the same time — 
through the channels of all-Union incomes and 

taxes — accumulates large funds formed in the re- 
publics for the fulfilment of general tasks of the 
state and, in conformity with the national economic 
development plan, ensures their distribution and 
utilization. 

The resources accumulated in the USSR budget 
represent an all-Union financial fund which is used 
in the interests of all the peoples of the Soviet Un- 
ion. For the purpose of financial planning and as- 
certaining the redistributive relations among the 
Union Republics it is necessary to have a correct 
picture of both the amount of funds flowing into the 
all-Union budget from the Union Republics and the 
place and importance of each particular kind of 

revenue in the composition of the all-Union budget 
and the entire state budget of the Soviet Union. 
Moreover, it is important to establish how the all- 
Union expenditures are distributed within the 


separate republics, for what purposes. and throu) 
what channels they are used. This question is nj 
of much greater importance than prior to the re 
ganization of economic management when the bu) 
of the funds for expanding production and develo) 
the entire economy were routed through the cori 
sponding union ministries and departments. 

In connection with the analysis of the process 
distribution and redistribution of the national in; 
come and, correspondingly, of the revenues and 
penditures of the budget, there arises the questi 
of their correct economic classification. It will 
recalled that the revenue side of the state budge 
prepared first of all according to the types of re 
ceipts, which are then specified according to pay 
This ensures flexible planning of revenues and o 
trol of their inflow. The expenditure side of the 
state budget is prepared not according to types « 
outlays with their further breakdown by branche 
of the national economy, departments, economic 
areas, etc., but above all according to the main 
branches or groups (national economy, social ar 
cultural measures, etc.). This system of constr 
tion of budget expenditures, tested by time, un- 
doubtedly has its positive aspects. But in the ne 
conditions of economic management new demanc 
are made of budget classification as well. The! 
is to bring it more in line with the existing syst: 
of planning the national economy and the present 
day forms of managing production. Simultaneou 
we must improve the classification of budget re 
nues and expenditures so that it will better mee 
the tasks of the planned distribution and redistr 
tion of the national income, taking into account t 
general interests of the state. Vy. 

The balance method of determining the finane 
relations of the Union Republics with the all-Un 
fund of money resources is of great importance 
planning and regulating the processes of redisti 
tion of the national income among the Union Re} 
lics through the budget system. A concrete ana 
ysis of balance data makes it possible to ascer 
the changes taking place in the financial relatio: 
of the Union Republics with the all-Union fund. 

Available data show that as a result of the re 
organization of economic management and the | 
creased role of the budgets of the Union Repub 
the relationship between the funds contributed 
the Union Republics to the state budget and the 
funds received from it has changed substantia 
An analysis of the dynamics of the sums recei 
in the all-Union fund from the Union Republics 
considerable importance in this respect. Thu 
while in 1956 the money contributed by the Un 
Republics to the all-Union fund amounted to 3: 
billion rubles, in 1958 it was approximately 27 
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m rubles. The decline in the sums received by 
11-Union fund from the Union Republics stems 
the transfer to their jurisdiction of almost all 
shes of the economy and the complete allot- 

to the republican budgets — since 1958 — of 
receipts as the income tax paid by the collec- 
‘arms, the agricultural tax, etc. Moreover, 
1aS been occurring while the national income of 
ie Union Republics has been steadily growing. 
esent the all-Union fund is made up chiefly 

e than 85%) from such all-Union revenues as 
irnover tax and the profits tax. The other all- 
1 receipts and taxes make up less than 15%. 
-omparison of the funds received by Union ~ 
blics from the all-Union fund and the sums 
contribute to that fund is of great economic 
ficance. An analysis of the balance of each re- 
c should be approached first and foremost from 
ver-all interests of the state. In distributing 
edistributing the country’s financial resources 
nust not, for example, be guided by the princi- 
f giving each republic funds in conformity with 
Ware in creating the national income and in con- 
ting to the all-Union fund. Only a concrete 

sis of the requirements and possibilities of 
(opment of one or another republic, with proper 
int taken of the general tasks of the state, 

iS it possible to determine correctly the finan- 
relations between each republic and the all- 

1 fund. 

-omprehensive and detailed analysis of the 
connections between the incomes of the Union 
blics and the all-Union fund is possible only if 
dy is made of the relationship between the ac- 
lated and consumed parts of the national in- 

. Ascertaining this relationship in each re- 

c enables planning agencies to determine more 
tifically the rates and scale of extended re- 
iction for the national economy as a whole and 
1e Union Republics. That is why.a thorough 
ration and analysis of concrete data on the 
nulated and consumed parts of the national in- 
-in the Union Republics are needed. 

e successful fulfillment of the Seven-Year 

will largely depend on the correct distribution 
edistribution of the national income among the 
1 Republics. The current seven-year period is 
f rapid and comprehensive economic and cul- 
advance of all the Union Republics. On the 
of the further powerful growth of social pro- 
on, large-scale construction has been under- 
in all areas and particularly in the eastern 
ns. This is shown by data on capital invest- 

3 in the economy of the Union Republics (in 

n rubles). 

ah 


my } 


Russian Federation 
Ukrainian Republic 
Belorussian Republic 
Uzbek Republic 
Kazakh Republic 


954-974 
214-219 
About 32 
35-36 
116-119 


Georgian Republic 16.8 
Azerbaijan Republic 


About 29 
Lithuanian Republic 12.5 
Moldavian Republic 8.8 
Latvian Republic 10.8 
Kirghiz Republic 10.5 
Tajik Republic 8.6 
Armenian Republic 12 
Turkmen Republic 15.7 
Estonian Republic Over 8 


If we compare the distribution of capital invest- 
ments by Union Republics in the current seven- 
year period with the shares of the republics in ex- 
penditures for financing the economy under the 1958 
budgets we will find a number of changes in the al- 
location of budget funds. Thus, while the share of 
capital investments in the Ukrainian, Georgian and 
some other Union Republics is declining somewhat, 
the share of capital investments in the Russian 
Federation, the Kazakh, Azerbaijan, and Turkmen 
Union Republics is increasing. These changes are 
determined by the contemplated shifts in the loca- 
tion of the country’s productive forces, the ac- 
celerated economic development of the eastern re- 
gions, and by changes in the structure of capital in- 
vestments in branches of industry. 

The growth of industrial and agricultural produc- 
tion is the basis for the rise in the national income 
of all the Union Republics. Important changes will 
also occur in its branch and social structure. Cer- 
tain changes, judging by data on the territorial dis- 
tribution of capital investments, are taking place 
in the distribution and redistribution of the national 
income among the Union Republics, as well as in 
the proportions between its accumulated and con- 
sumed parts. That is why the further study of 
problems of calculation, distribution, redistribution 
and end use of national income is of great theoreti- 


cal and practical significance. 
kK 


Footnote 


(1) Karl Marx, Capital, Vol. III, 1954, p. 854 
(Russian edition). 
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Some Problems of National Economic Planning at the 


Present Stage 


The Soviet Union has inexhaustible possibilities 
for the continuous advance of its national economy. 
Our country can now cope with the great task of 
building the material and technical foundation for 
communism on the basis of the highest achievements 
of science and the most advanced technology in the 
world. Suffice it to recall that the fixed assets of 
state and cooperative enterprises and organizations 
(including collective farms) amount to over 2,400 
billion rubles in current prices. In comparison with 
1928 total fixed assets have increased 5.6 times, in- 
cluding an increase of 32.8 times in the fixed pro- 
duction assets of industry and construction. In the 
period between 1960 and 1965 almost 3 trillion 
rubles will be invested in fixed assets. However, 
productive capacity will increase not only from the 
commissioning of new plants and aggregates, but 
also because of the more effective utilization of 
existing equipment, the introduction of new, more 
advanced technological processes, improvements in 
the organization of production, etc. 

In order to make the most of the existing possi- 
bilities for the further development of the socialist 
economy at high rates, incessant efforts must be 
exerted to raise the level of economic management 
and planning and to achieve the more effective utili- 
zation of all material, labor and natural resources 
so that every ruble which is invested in the national 
economy, every kilogram of raw materials, fueland 
supplies should yield the maximum effect. It is 
necessary that every hour of operation of any ma- 
chine tool and aggregate ensure the greatest possi- 
ble output of goods under the given level of tech- 
nology, organization of production and workers’ 
skills. This is especially important under the pres- 
ent-day scale of production and the expenditures 
which it involves. We may cite the following data 
as an illustration: by the end of the Seven-Year 
Plan period the reduction of expenditures in produc- 
tion by only one kopek will yield an annual saving of 
over 17 billion rubles. The average annual capital 


investments in the national economy amount to 2 
billion rubles now; this means that a one per Cel 
reduction in expenditures makes for saving of a: 
most 2.5 billion rubles a year in capital invest- 
ments. 

The utilization of the very great advantages 0: 
the socialist economy and the achievement of a! 
level of efficiency in economic operations are ir 
separably bound up with a further rise in the levy 
of planning. Its development and improvement 1 
resent a continuous process and arise from the 
needs of the national economy; they are determi 
by the economic level attained at the given stage 
the building of socialism and communism. It is 
no means fortuitous, therefore, that as our coun 
advances toward communism the theory and pra 
tice of planning are enriched. At the present ti: 
the theory and practice of planning are also bei 
enriched by the experience of the fraternal soci 
ist countries. The need to ensure a further mar 
rise in the quality of planning, and on the basis 
thereof to provide a firmer foundation for socia 
plans, proceeds from these conditions. i 

Such a task is especially important now that i 
USSR and other socialist countries are drawing 
long-range plans for the next 20 years. Its sol 
tion is possible only because the Communist Pa 
of the Soviet Union, as well as the Communist 2 
Workers Parties of the People’s Democracies, 
increasingly mastering the objective economic 
of socialism and are taking their requirements 
account in their economic policy. f 

The drawing up of long-range plans always h 
a very important place in planning the national 
omy. But this has assumed particular importa 
at the present time now that the Soviet Union I 
already entered the period of full-scale constr 
tion of communism. 

In his meeting with the representatives of tl 
French trade unions Comrade N. S. Khrushche 
noted: “Now we are working on plans for the 
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Opment of our economy for approximately the 
20 years. We think that in 20 years we evident- 
11 more than double the present-day per capita 
ction of the United States of America.” The 
zation of this plan will mean a decisive step 
‘"d the basic completion of the construction of a 
nunist society. 
e drawing up of long-range plans is of a truly 
ational character. Thus, the draft of the tar- 
gures for the development of the Soviet econ- 
for 1959-1965 was discussed by all the people 
period of several months. This played a 
2ndous role in laying the groundwork for the 
contemplated for the next seven years. It 
it possible to reveal more fully the reserves 
able for the growth of production and construc- 
The preparation of a 20-year, long-range plan 
S all the more sharply the question of further 
Oving planning, especially since in the course 
filling the Seven-Year Plan the assignments 
idividual years are made more precise in an 
rd direction as a result of seeking out new re- 
1S. 
r plans are not only being fulfilled but also 
ulfilled. Their great prestige not only within 
ountry but also on the international arena rests 
is. The realistic nature of our plans stems 
irily from the fact that the tasks defined in 
are based on a deep study of the laws of de- 
ment of the national economy. The plans es- 
sh tasks and assignments, the realization of 
| has been scientifically substantiated and re- 
nn actual resources. The Party and the govern- 
have always combatted harebrained schemes 
mning, attempts to set tasks that do not cor- 
nd to the level reached by the national econ- 
that have nothing to do with real possibilities. 
st be stressed, however, that it would be ab- 
sly incorrect to draw the conclusion from this 
t is necessary to draw up obviously under- 
j plans. The Party has always urged that the 
rich creative experience of the many-million 
of working people be taken into account in 
ng up the plans. 
» following point made in Comrade N.S. 
shchev’s report to the 21st Party Congress is 
at importance for the further development of 
list planning: “The Seven-Year Plan is being 
1 up in such a way that it can be carried out 
it overstrain. Why has this been done? Be- 
, if we have a very strained plan there is al- 
the possibility that some of its targets may 
. reached, that some branches of the economy 
ot receive all they require in the way of raw 
ials, supplies and equipment, and this may 
interruptions in the work of enterprises and, 
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consequently, underutilization of productive capa- 

city, idle working time and all the attendant conse- 
quences. This is what economists call dispropor- 

tions.” 

The results of the fulfillment of the 1959 and 
1960 plans confirm the absolute correctness of this 
approach to drawing up national economic plans. 
The development of the national economy of the 
USSR in 1959-1960 shows that as a rule the tasks of 
the Seven-Year Plan are being considerably over- 
fulfilled. As we know, the average annual rate of 
increase in gross output envisaged from the period 
1959 to 1965 for industry as a whole is about 8.6%. 
In the first year of the current Seven-Year Plan pe- 
riod gross industrial output increased by more than 
11%, and in the first half of 1960 — in comparison 
with the same period in 1959 -- by more than 10%. 
A particularly important result of the plan fulfill- 
ment for the first two years of the seven-year pe- 
riod is that, in accordance with the decisions of the 
21st Party Congress, such branches of industry as 
machine-building, oil and gas production, and build- 
ing materials, the accelerated development of which 
forms the basis for technical progress, are grow- 
ing at especially high rates. Electric power, iron 
and steel, and key branches of the chemical indus- 
try are also developing at high rates. 

In the effort to improve planning it is extremely 
important to ensure correct proportions in the de- 
velopment of the national economy as a whole and 
of all its branches. A most important condition for 
maintaining correct proportions and not permitting 
disproportions to develop is the fulfillment on 
schedule of the tasks established in the state plan 
on the output of goods both in kind and in value 
terms. Proportionality is a basic law of the social- 
ist economy. This reflects its great advantages 
over the capitalist economy, whose inherent quali- 
ties make for disorderly development and dispro- 
portions. Proportionality in the development of the 
economy under socialism requires the establish- 
ment and maintenance of correct relationships be- 
tween the production of means of production and 
consumer goods, between industry and agriculture, 
between production and transportation, between the 
money income of the population and trade turnover, 
between the branches of industry, the branches of 
agriculture, etc. 

At the same time it would be incorrect to as- 
sume that the proper proportions in socialist pro- 
duction are ensured automatically. The economic 
laws of socialism create only the objective possi- 
bilities for and stipulate the necessity of the pro- 
portional development of the national economy. But 
in order that the proper proportions may be at- 
tained among the different branches and aspects of 
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socialist expanded reproduction in every specific 
period, a great deal of organizational work must be 
done both in drawing up the national economic plans 
and carrying them out. 

The timely prevention of disproportion in the na- 

tional economy is a most important task of social- 
ist planning. However, this task has not always 
been completely solved in planning practice and es- 
pecially in the course of carrying out the plans. 
The Party and the government are constantly on the 
alert to see to it that in fulfilling the annual national 
economic plans the proportions provided in the Sev- 
en-Year Plan are strictly observed. 

We cannot ignore the fact, however, that the tasks 
set by the Seven-Year Plan are being unevenly ful- 
filled by individual branches of industry. For in- 
stance, although the output of electric power is out- 
stripping the rate of growth of industrial output, 
the growth of the former is less than the increase 
in industrial output in a number of branches. In 
1959 the rate of growth of electric power output was 
higher than that of industrial production and ap- 
proached the average annual rate set in the Seven- 
Year Plan. However, as a result of the underfulfill- 
ment of the plan for the commissioning of new ca- 
pacities the increase in the total capacity of power 
stations in 1959 amounted to only 10.5%. It is there- 
fore obvious that in order to maintain the contem- 
plated proportions between the increase in indus- 
trial production and the output of electric power it 
is necessary to put new power capacities into 
operation more rapidly. — 

The problem of metal is of the greatest impor- 
tance in ensuring the fulfillment of the production 
and construction program of the Seven-Year Plan. 
Despite the substantial overfulfillment of the target 
figures for metal production and the high average 
annual rates of increase — amounting to 9% -- the 
level of development of metallurgy still lags behind 
the growing requirements of the national economy, 
and first of all of machine-building and construc- 
tion. Metallurgy does not yet fully meet these re- 
quirements, especially in such important metals as 
transformer and other grades of steel, thin-walled, 
rustproof and thermally treated electric-welded 
pipes. This impedes the growth of production of 
such important products of the machine-building in- 
dustry as steam boilers, oil apparatus, electrotech- 
nical and other equipment. 

Only by maintaining the necessary proportions 
in the national economy is it possible to fully utilize 
the successes attained by individual plants and eco- 
nomic councils in the course of fulfilling the tasks 
of the Seven-Year Plan and ensure the successful 
fulfillment of the Seven-Year Plan as a whole. 

To ensure proper proportions and links between 
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the individual branches of production under presi 
conditions, when the international socialist divis} 
of labor is developing to an ever greater extent, 
is not enough to take account of the production ar 
consumption level of one or another type of outpt 
only within the framework of one country. We m 
take into account the volume of production and cc 
sumption of other socialist countries. This meal 
that the problem of proper proportions goes be- 
yond the framework of the economy of individual 
countries and is solved by the joint efforts of the 
socialist countries on the basis of the work they 
doing in coordinating national economic plans. 

The drawing up of national economic balance 
sheets is of the greatest importance in providing 
firm substantiated foundations for the plans, for 
suring proper proportions in the development of 
economy and close coordination among the corre 
sponding branches. 

Material balance sheets play a big role in dete 
mining the necessary relationships between prod 
tion and consumption of individual types of goods 
between production for current needs and for ac- 
cumulation, between production and personal con 
sumption for the planned period and in setting up 
stocks and reserves. They are an important me; 
of providing the basis for the proportions betwee 
individual branches of production contemplated f 
the planned period. The increasing role of balan 
sheets in planning production in various branche 
of the national economy may be illustrated by the 
following example. The development of power- 
consuming branches of industry (the chemical in 
try, non-ferrous metallurgy, etc.) requires a str: 
accounting of the requirements of these branchet 
for electric power and the determination of the - 
necessary rates of growth in the latter’s output. 
Hence it is clear how important a scientifically 
based electric power balance sheet is in drawing 
up the national economic plan. ‘i 

In addition, the material balance sheets also pf 
an important role in elaborating and providing th 
grounds for the plans of specialization and coope 
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tion in production. The significance of material 
balance sheets in planning freight shipments is ¢ 
considerable. { 
In drawing up material balance sheets not onl 
the Soviet Union’s own needs for one or another 
kind of raw materials, supplies and equipment a 
considered, but also the requirements of the oth 
socialist countries as well as the deliveries oft] 
countries to the USSR. Under present-day condi 
tions, when the international socialist division 0 
labor is developing to an ever greater extent, th 
practice is assuming very great importance. _ 


In the process of drawing up material balance 
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ts and coordinating the production and con- 
ption of particular types of raw materials, sup- 
3, fuel, electric power, machinery and equip- 
t we must make a more profound study of the 
zation of production capacities in separate 
ches of industry, prepare measures to eliminate 
or another bottleneck in production capacities 
he better utilization of the raw materials and 
lies, for the introduction of substitutes, etc. 
nust also devote serious attention to working out 
sures to economize to the utmost the available 
urces of the various kinds of raw materials and 
lies. 
ie great importance of the material balance 
ts in planning also stems from the fact that par- 
ar bottlenecks and disparities are disclosed 
their assistance; they make it possible to pre- 
the appearance of incompatible tasks in the 
5, tasks for which material resources are un- 
lable. It is still true, however, that there are 
S in planning practice when the material and 
1ical resources provided to economic councils 
slants are insufficient to fulfill the production 
znments given them. But such facts only em- 
ize the necessity of further improvements in 
1ing, including the use of balance sheets. 
e Significance of equipment balance sheets is 
cularly emphasized in the decisions of July 
ary Session (1960) of the Party Central Com- 
se. These balance sheets are drawn up for the 
ose of coordinating the plan for capital expend- 
s with the plans for the development of ma- 
>-building and the import and export of equip- 
. Under the present-day scale of capital in- 
nents the national economy must annually put 
operation a tremendous amount of diverse 
yment, machinery and mechanisms. The prob- 
is not to allow the production and import of 
rfluous equipment by correctly determining the 
irements for equipment. Economic organiza- 
frequently place orders for one or another type 
achine without sufficient grounds for this. It 
happen that although the main technical condi- 
of the plant earmarked for construction have 
een defined as yet, equipment is already being 
-ed for it without taking into account the time 
red to build the plant. As a result many ma- 
's and implements lay idle fr long time 
ng to be installed and are subject to both ob- 
cence and physical wear and tear. In drawing 
e balance sheets there must be full conformity 
en the resources of equipment earmarked for 
lanned period and the capital investment funds 
ed for their purchase. At the same time idle 
ment must be fully taken into account and its 
lation and commissioning ensured in the plan 
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period. In drawing up the balance sheets of equip- 
ment for separate types of machines and mecha- 
nisms we must proceed from the necessity of 
equipping the national economy with the most tech- 
nically advanced and economical machines and pro- 
vide for the termination of production of machines 
of obsolete designs. Serious attention must be de- 
voted to the comprehensive mechanization of pro- 
duction processes and the increased output of 
mechanisms to replace manual labor. 

Balance sheets in value terms, especially the 
balance sheet of the population’s money incomes 
and expenditures, play a very big role in planning. 
This balance sheet is needed primarily for planning 
trade turnover. The accounts drawn up in preparing 
this balance sheet make it possible to reveal the 
relationship between the effective demand of the 
population and the possibility of satisfying it. On 
this basis measures are mapped out to ensure the 
proper proportions between demand and supply. 
Given the modern scope of retail trade and the con- 
siderable increases in the money incomes of both 
the urban and rural population this problem de- 
serves a great deal of attention. The balance sheet 
of the population’s money incomes and expenditures 
is of great importance in substantiating the finan- 
cial plan, as well as in planning and regulating the 
circulation of money. 

Under present conditions the importance of the 
manpower balance sheet, which determines the 
availability of labor resources and their distribution 
among the different branches of the national econ- 
omy and areas of the country, is increasing. In 
drawing up this balance sheet we must keep in mind 
that our country is now solving a very important 
problem — the greatest possible development of the 
productive forces in the eastern areas, areas which 
possess unusually rich natural resources. 

The question of the greatest possible expansion 
of work on balance sheets and its improvement in 
the republics and economic areas is coming to the 
fore at present. Now that the indices for the de- 
velopment of the main branches of the national 
economy and the proposals designed to achieve this © 
aim are being worked out first of all in the locali- 
ties, it is especially important to provide firm eco- 
nomic grounds for these indices, to ensure the 
many-sided development of the economies of the re- 
publics, regions and territories, to establish more 
rational interregional links in the separate bran- 
ches of production, etc. 

All this work is necessary to prevent possible 
partial, temporary disproportions. The task set by 
the July Plenary Session (1960) of the Party Central 
Committee to improve the planning of the compre- 
hensive development of the economies of the 
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different areas requires a considerable expansion 
and improvement of the entire work of drawing up 
balance sheets in the country’s planning bodies 
from top to bottom. In carrying out this job the 
leading role belongs to the central planning organs 
which must elaborate -- with the participation of the 
localities and scientific organizations — truly scien- 
tific principles of drawing up balance sheets aimed 
at raising their role in providing the goundwork for 
the national economic plans, ensure uniformity in 
the main methods of this work, and generalize the 
experience of the republics, territories and regions. 

Improving the work of drawing up balance sheets 
urgently requires the extensive application of auxil- 
iary mathematical methods of economic analysis 
and the introduction of electronic computing tech- 
nique in planning the national economy. With the 
present-day scope of the national economy and the 
multifarious economic ties both among the different 
branches and areas of the country, the old methods 
of drawing up planning estimates are already be- 
coming inadequate. Planning, including the work of 
drawing up balance sheets, must now be based on 
more reliable and precise calculations. The use of 
electronic computers in planning makes it possible 
to increase the role of norms in drawing up balance 
sheets and hence to enhance the reliability of the 
latter. 

Establishing proportionality more firmly and at 
the same time raising the level of national econom- 
ic planning are inseparably bound up with the fur- 
ther serious improvement in material-technical 
supply. 

Material-technical supply plays an important role 
in implementing expanded socialist reproduction. 
Its essential function is to ensure the correct dis- 
tribution and rational movement of material re- 
sources from the point of their production to the 
point of their productive consumption. In this con- 
nection an especially important task of material- 
technical supply is that of establishing rational ter- 
ritorial links between suppliers and consumers. 

The reorganization of industrial and construction 
management created favorable conditions for im- 
proving the organization of the flow of material re- 
sources and for their more rapid absorption into 
economic turnover. It also improved the fulfillment 
of plans for deliveries of major types of materials. 
However, there are to this very day serious short- 
comings in material-technical supply. It was noted 
in the reports and speeches at the Plenary Session 
of the Party Central Committee in July 1960 that in 
drawing up plans the central planning bodies do not 
always ensure the coordination of the planned pro- 
gram of production and construction with the availa- 
ble material resources. As a result, difficulties 
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arise at a number of plants in the course of plan 
fulfillment, the rhythm of work is disturbed, and 
this leads to unscheduled deliveries of semi- 
finished goods, parts, aggregates, machines. etc. 
to the intermediary plants. The national econom 
suffers considerable losses as a consequence. 

In order to prevent these occurrences in the fu 
ture, a very important principle of planning must 
strictly observed: the integrated elaboration of 
plans with the mutual coordination of all aspects 
the activities of the different branches and enter- 
prises. In determining a production assignment, 
all the conditions of the plant’s operations bound 
with this must be taken into account in particular 
the expansion of capacity through the modernizat 
of existing equipment and improvement of the tec 
nological process, the actual time required for ¢ 
missioning new capacities, the sources of raw m 
rials and supplies, etc. It is precisely the inte- 
grated coordination of the indices of the plan that 
a guarantee of the steady output of goods and, he 
of the achievement of the proportions envisaged : 
the state plan. 

The organization of material-technical supply 
quires serious improvement. Supply and sale ac 
tivities are now being carried out by numerous 
offices and points under the jurisdiction of diver: 
departments. Hundreds of thousands of people a: 
engaged in this work. Billions of rubles are spe 
annually on the storage and sale of these goods. 

A substantial shortcoming in the organization | 
material-technical supply is parallelism in the ¥ 
of organizations of the State Planning Committee 
the USSR, the state planning committees of the U 
ion Republics and economic councils. Thus, int 
Russian Federation, the Ukraine, Kazakhstan anc 
Uzbekistan, in addition to the material-technical 
supply bodies of the economic councils, offices a 
points have been set up under the state planning 
committees of the Union Republics. All this leat 
to a situation in which, despite adequate total re: 
sources of various raw materials, supplies and 
equipment, some plants and construction sites e: 
perience a shortage while superfluous stocks ar 
available in other areas. a 

The July Plenary Session (1960) of the Party 
Central Committee pointed out that the material 
and technical resources distributed to the econo 
councils and plants must be adequate to ensure t 
fulfillment of the assigned production plans. @& 

Making certain that the output of goods corr e- 
sponds tothe nomenclature, assortment and schet 
established by the state plan and by contracts or 
liveries between plants has always played an im 
portant role in planning. The national economi 
portance of this factor is especially great unde 
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lern conditions, with the present-day scope of 
duction, the nature of economic ties, etc. The 
illment of the assignments of the state plan by 
ry economic council and every plant ensures the 
thmic work and normal course of supplying all 
ndustry, construction and other branches of the 
onal economy with equipment, raw materials, 
plies and fuel, as well as the state trade network 
the consumer cooperatives with consumer 
ds. 

ORR 
1 drawing up plans both for the economy as a 
le and for the republics, economic areas and 
itS, we must disclose existing reserves to the 
atest possible degree and outline measures for 
r fullest utilization. 
t the present time one of the major shortcomings 
lanning is that individual plan indices are fre- 
ntly based to a considerable extent on average 
1 for the preceding periods. Of course, it is ab- 
itely necessary in planning to study the initial 
21 and dynamics of development of the given 
nch over a lengthy interval, etc. But at thesame 
e an obvious overestimation of average data may 
ybSserved in planning bodies. This detracts at- 
ion from a profound study of those progressive 
nges which are taking place in individual bran- 
s of the national economy, in economic areas 
leading plants, frequently leads to lower in- 
2s in the plans, and does not mobilize the masses 
the better utilization ofavailable resources. It 
herefore no accident that a large number of 
ms still do not correspond to the current level of 
Juction and do not promote the economic utiliza- 
of materials and supplies. There are quite a 
oer of cases in practice when the norms of ex- 
Jiture of materials or fuel are set at a higher 
21 than has already been achieved. Such norms 
ot stimulate the management and workers of 
its to achieve a rational utilization of materials. 
s, for instance, the Vologda Economic Council, 
lout having studied the achievements in this 
i in recent years, set the expenditure of conven- 
al fuel for the output of one ton of open-hearth 
1 in 1959 to 150 kg., although in 1958 this ex- 
Jiture amounted to only 141.5 kg. It is obvious 
this obsolete norm was refuted by experience 
the actual expenditure of fuel was reduced to 
1kg. The Krasnodar Economic Council con- 
plated an expenditure of 202.9 kg. of conven- 
al fuel in 1959 for the production of one ton of 
ent (as compared with the expenditure of 199.1 
in 1958), while the actual expenditure amounted 
97.9 kg. Such “norms” of expenditure of raw 
erials, supplies and fuel lead to unproductive 
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In drawing up plans a great deal of attention 
should be paid to disclosing the possibilities for in- 
creasing output by the better utilization of existing 
production capacity. The experience of leading 
plants, shops, brigades and individual workers 
shows what great opportunities our industry has for 
increaSing production in this manner. There are 
a considerable number of examples to indicate that 
the same equipment at analogous plants is utilized 
with highly varying efficiency. For instance, the 
productivity of spinning spindles at the Kineshma 
Spinning and Weaving Factory in 1959 was 18% low- 
er than at the Ufa Cotton Mill, although both fac- 
tories have the same type of equipment and produce 
yarn of the same average grade. At the Chimkent 
Cotton Factory of the South Kazakhstan Economic 
Council the productivity of equipment in 1959 was 
17% lower than at the Third International Mill. 
Unfortunately we also come across similar cases 
in other branches of industry. 

An important condition for increasing output 
primarily out of existing capacity is the moderniza- 
tion and reconstruction of equipment, the mechaniza- 
tion and automation of production processes, and 
the improvement of the technology of production. 

All this shows that in order to provide firmer 
scientific foundations for our plans we must im- 
prove the entire system of technical and economic 
norms. The norms of utilization of equipment, pro- 
duction capacity and material resources that are 
used in drawing up plans must take into account the 
experience of leading enterprises and production 
innovators; they must aim at the greatest possible 
improvement in the utilization of fixed and current 
assets of industry. In doing so we must take ad- 
vantage of the leading findings of foreign countries. 

The coordination of production plans with plans 
for the development and introduction of new ma- 
chinery is of great importance in drawing up firmly 
substantiated plans. The preparation of production 
plans at plants, construction sites, in economic 
councils, ministries and departments of the USSR, 
in the state planning committees of the Union Re- 
publics and the central planning bodies must be 
preceded by the elaboration of measures for de- 
veloping and introducing new technology. Such a 
procedure is of great significance Since in drawing 
up production plans it makes it possible not only to 
determine the measures ensuring the fulfillment of 
the plans for the development and introduction of 
new technology, but also to take into account the 
economic effect of these measures in the planned 
period. The Plenary Session of the Party Central 
Committee in July 1960 condemned the undesirable 
practice of elaborating plans for the introduction of 
new machinery and technological processes 
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after the preparation of production plans. 

The most serious attention must be devoted to 
planning the introduction and development of new 
technology in all branches of the national economy 
and to scientifically guaging its economic effective- 
ness. The economical nature of new machinery, its 
advantages over machinery in operation and the 
saving of social labor must be thoroughly taken in- 
to account. In using new machinery the socialist 
society always proceeds from the principle that it 
must lighten the people’s labor and make their 
working conditions healthier. But in doing so it is 
extremely important to know the economic effect 
produced by the new types of machines and equip- 
ment. However, many enterprises, designing of- 
fices and research organizations, as well as eco- 
nomic councils, in creating and mastering new ma- 
chines do not make an economic analysis of their 
effectiveness, the recoupment of their costs of 
production and their advantages over existing ma- 
chines and equipment. No wonder that as a conse- 
quence of this the use of some types of new ma- 
chines does not yield the necessary economic effect. 

One of the most serious problems in planning at 
the present time is the elaboration of measures de- 
signed to achieve a decisive improvement in the 
quality of goods. To meet the multifarious and con- 
stantly growing demands of the national economy and 
the population, not only an increase in the total vol- 
ume of production but also in the output of goods of 
a definite assortment and high quality is required. 
A systematic improvement in the quality of goods 
is an important source of economies on a national 
scale, for it lengthens the period of service of goods 
and thereby decreases the expenditures required 
for their repair and complete replacement. On the 
other hand, the output of low-quality goods neces- 
sitates additional expenditures of labor power, raw 
materials, Supplies and equipment for producing 
additional goods to satisfy the same amount of con- 
sumption. In drawing up the output program we 
must provide for the cessation of production of out- 
dated models of goods and items that do not have a 
market. This applies equally to both the imple- 
ments and means of production as well as to con- 
sumer goods. 

The improvement of planning and utilization of la- 
bor power in industry, transport, construction and 
other branches deserves Serious attention. This is 
a most important prerequisite for raising labor pro- 
ductivity. . 

The advantages of the socialist economic system 
are graphically reflected in the high rate of growth 
of labor productivity. However, the results of 1959. 
and of this year show that our industry has abun- 
dant reserves for stepping up labor productivity. 
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Under a socialist economic system there are 
boundless possibilities for introducing new, hight. 
productive machinery which lightens labor, raise: 
its productivity, increases output, and promotes 
the growth of socialist accumulation and the peo-. 
ple’s well-being. At the same time the introducti 
of new machinery reduces the demand for labor a 
individual plants while simultaneously increasing) 
output. 

Therefore the question of intensifying the work) 
planning bodies on the redistribution of labor pow 
freed from individual plants because of the intro- 
duction of new machinery, mechanization and auto 
mation also deserves attention. 

RR 

Achieving maximum effectiveness in the utiliza 
tion of fixed and current assets and labor resouro 
requires that in economic practice and planning ¥ 
make constant use of such important economic 
levers as cost accounting, profitability, price, pr 
it and financial control. The socialist principle oa 
managing the economy prudently, wisely and eco- 
nomically must always be reflected in the plans. 
Our plans provide for the formation of large ac- 
cumulations ensuring high rates of expanded repr 
duction and the rapid growth of the people’s well- 
being. The increase in the profits ofall branche: 
of the national economy, including heavy industry 
is becoming an increasingly important source of 
further advance of the socialist economy. The m 
jority of industrial enterprises are fulfilling and 
overfulfilling their profits plans. Thus, in 1959 
22,910 profitable enterprises overfulfilled their 
plans by a total of 13.4 billion rubles. 

A characteristic feature of the work of industr 
in recent years has been the systematic growth ii 
the profitability of production on the basis of high 
labor productivity and lower production costs. 

However, there are still quite a number of pla: 
that are not fulfilling their profits plans. The fa 
that this results in a loss to the national econom} 
and retards the strengthening of cost accounting 
hardly requires any proof. In 1959 11% of allent 
prises under the jurisdiction of economic counci. 
did not fulfill their gross output plans, while 18% 
not meet their labor productivity plans, 21% — th 
production cost plans, and 27% — their financial 
plans. In 1959 those enterprises under the juris 
diction of economic councils which did not fulfill 
their annual gross output plans were deficient to 
extent of 6 billion rubles; enterprises not fulfilli 
their production cost plans permitted over expent 
tures of funds to the extent of 4.5 billion rubles 
compared to planned expenditures; and enterpri 
not fulfilling their financial plans failed to provi 
accumulations equivalent to 7.7 billion rubles. 1 
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€ assignments of the state plan are fully met by 
nterprises, the economy can derive an addi- 

al quantity of industrial output and greater ac- 
ulations. 

ne decisions of the July 1960 Plenary Session 

ie Party Central Committee note that there was 
rticularly large number of enterprises not ful- 
ng their plans in qualitative indices in the Altai, 
nen, Lipetsk, Belgorod and a number of other 
lomic regions. At these enterprises there were 
Stifiably high expenditures of labor, raw ma- 
ais, fuel and electric power, losses stemming 

a the output of goods of low quality, and other 
‘oductive expenditures. Costs of production in 
ufacturing identical products were frequently 

h higher at certain enterprises than at others. 
s, the production cost of tractor DT-54A witha 
‘osystem was 16% higher at the Altai Tractor 

It in the first half of 1960 than at the Stalingrad 
ctor Plant; the production cost of electric loco- 
ive N-8 at the Tbilisi plant was 23% higher than 
ie Novocherkask plant, and so on. 

here is no doubt that plants which fulfill and 
‘fulfill the tasks of the state plan also have con- 
rable reserves for increasing production and 
roving qualitative indices. The steady growth 
Ivanced technology and the creative labor en- 
iasm of the working class and the Soviet intelli- 
sia make it possible to disclose new possibili- 
of increasing production and accumulation in 
stry. 

order to make fuller use of the reserves availa- 
in the national economy for a still greater 

vth of production and accumulation, we must pay 
iter attention to the basic economic levers, in 
icular to cost accounting. 

ir Party has always attached great importance 
yst accounting as a socialist method of manage- 
t. The 21st Party Congress pointed to the 
ssity of further strengthening cost accounting. 
y successes have been scored in this field re- 
ly. Now, however, in the period of full-scale 
truction of communism, when the country’s pro- 
ive forces have developed immeasurably and the 
et people are exerting their efforts to realize 
nprecedentedly gigantic program for the ex- 
ion of our economy, the strictest application of 
omy and the further growth of the economy’s 
nal accumulations assume especially great im- 
nce. Under these conditions we must reveal 
utilize to the maximum all the available re- 

es in the national economy for the growth of 
mulation. First of all, the shortcomings which 
‘exist in the implementation of cost accounting 
justry and other branches of the national econ- 
must be resolutely eliminated, thereby further 
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enhancing the mobilizing role of our socialist plans. 

A serious shortcoming in the work of industry is 
the existence of enterprises for which losses are 
regularly planned, the latter being covered by sub- 
Sidies from the budget or out of the receipts of 
profitable enterprises. It is true, of course, that 
under socialism there may be individual, temporar- 
ily unprofitable enterprises, and here subsidies in 
the course of a certain period of time are justified. 
But we cannot reconcile ourselves to the fact that 
some executives have become used to the practice 
of planning losses and do not take sufficiently effec- 
tive measures to reveal and mobilize internal re- 
serves and ensure the profitable operation of the 
enterprise. 

The profitability of an enterprise in many ways 
depends on the state of planning work by the econom- 
ic councils, the planning bodies and the plants them- 
selves. The fact that in a number of cases exces- 
Sive state subsidies have been granted to enter- 
prises indicates the existence of serious drawbacks 
in this work. 

Favorable opportunities now exist for sharply re- 
ducing the losses of many plants in the next several 
years, first of all by reducing production costs on 
the basis of new equipment, the improvement of the 
technology of production, the better utilization of 
equipment and materials, the more rational distri- 
bution of orders, the observation of strict economy 
in the expenditure of material and monetary re- 
sources. 

In addition, in a number of branches and enter- 
prises wholesale prices should be revised in order 
to eliminate losses. The need to adjust wholesale 
prices is dictated by the fact that in many cases 
they do not correspond to prevailing production 
costs. At the present time the need to revise whole- 
sale prices has arisen. This is not fortuitous but 
rather quite normal. The system of wholesale 
prices must be constantly improved, for in their 
economic nature prices cannot remain the same for 
an extended period of time. The productivity of so- 
cial labor, as we know, increases at uneven rates 
in different branches of the national economy. As 
a result, proportions in the development of produc- 
tion change and new economic ties are established 
between branches of industry and between the coun- 
try’s economic areas. Because of this, wholesale 
prices from time to time cease to reflect correctly 
the conditions of production. If they are not re- 
vised periodically they may become an obstacle to 
the development of production. The Plenary Ses- 
sion of the Party Central Committee held in July 
1960 recognized the necessity of revising wholesale 
prices on the implements and means of production 
in 1961-1962 so that these prices may reflect more 
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precisely expenditures on the production of goods 
and ensure the necessary accumulations. 

The importance of economic incentives to the 
growth of production, an improvement in the quality 
of output and a higher degree of efficiency of man- 
agement must be achieved in the practice of econom- 
ic management and planning. It is vital that the 
enterprises be interested in the growth of output that 
is required by the national economy. The Party and 
the government have recently taken measures to im- 
prove the bonus system for managerial and en- 
gineering-technical personnel. The bonus system 
now in effect is aimed at making the enterprises be- 
come interested to the greatest possible degree in 
producing high-quality goods and at ensuring not 
only the fulfillment but also the overfulfillment of 
the assignments for cutting production costs and in- 
creasing labor productivity. The decision of the 
Party Central Committee and the USSR Council of 
Ministers, adopted in July 1960, on economic incen- 
tives for plants and on raising the material interest 
of workers in the development and introduction of 
new machinery and technology and in the integrated 
mechanization and automation of production is of 
great importance for stimulating technical progress 
in our industry. The planning bodies must thorough- 
ly study the application of the new bonus system, its 
influence on the growth of productivity and on the 
improvement of the quality indices of the plan, and 
take this into account in drawing up plans. 

The further improvement of planning demands 
greater attention at all levels of planning work to 
problems of the economic effectiveness of the meas- 
ures envisaged in the plan. 

A standard method of determining the economic 
effectiveness of capital investments and new ma- 
chinery in the national economy of the USSR has re- 
cently been worked out jointly by the USSR Academy 
of Sciences, the State Planning Committee of the 
USSR, the Central Statistical Administration of the 
USSR and other bodies. Of course, we must not take 
it as an absolute. Our task is to improve this meth- 
od and, in applying it in practice, to make more ef- 
fective use of our country’s material and labor re- 
sources. 

44K 

The problem of improving planning demands the 
systematic perfection of the indices of the state 
plan. These indices play a great role in planning 
and it would be incorrect to reduce this to a purely 
technical statement of assignments. 

In the course of many years of economic activity 
a system of indices has been worked out, the use of 
which permits the planning and economic bodies to 
embody in the plans the laws of development of the 
socialist economy. However, this system of indices 


PROBLEMS OF ECONOMI 


cannot be permanent, established once and for al 

In accordance with the changes which are takin 
place in the national economy, in its branch struc 
ture, technical level, organization of administrat 
and planning, changes are also being introduced i 
the system of indices of the plan. Thus, for in- 
stance, for the purpose of granting greater indepe 
ence to local bodies and raising the initiative of 
workers in the republics, regions, territories, 
plants and construction jobs, the number of indie 
approved in the over-all national economic plany 
sharply reduced in recent years. This undoubtec 
played a positive role. 

The Plenary Session of the Party Central Com 
tee held in July 1960 authorized the State Econon 
Council of the USSR, the State Planning Committ 
of the USSR, the USSR Academy of Sciences and i 
Central Statistical Administration of the USSR — 
jointly with the Councils of Ministers of the Unio 
Republics and ministries — to draw up proposals 
for the further improvement of the indices of the 
state plan. The decision of the Plenary Session 
points out the direction this work should take. It 
a matter of working out the kind of indices that ¥ 
heighten the interest of enterprises and economi 
councils in the more effective utilization of fixed 
and current assets, in the output of goods in the 
necessary assortment, and in the improvement 6 
their quality. 

One of the serious shortcomings of planning i is 
the lack of indices showing the utilization of fixe 
assets both at enterprises and in branches of in- 
dustry. Economists are also to blame here, for 
they have devoted little attention to working out t 
methodology of rationally planning the utilizatior 
fixed assets. Our state has invested tremendous 
funds in the national economy, and especially in 
development of socialist industry. The data give 
above on the value of the fixed assets of state ami 
cooperative organizations of the USSR show graj 
cally how important it is to ensure their product 
utilization for the purpose of achieving a maxim 
growth in production with minimum expenditures 
social labor. The present system of planning an 
accounting does not stimulate this sufficiently 
a number of cases economic executives are litt 
concerned with the application of more effective 
equipment and machinery and do not take pro mp 
measures for their modernization. In assessing 
results of an enterprise’s economic operations | 
effectiveness of utilization of fixed production as 
are not taken into account; the plants do not be: 
any material responsibility for their uneconomi 
utilization. The latter is not reflected in the r 
sults of the economic operations of these plant: 
is fully covered at the expense of the state. It 
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lent that the indices of utilization of equipment 
any enterprises of the same type differ greatly. 
nsiderable amount of idle, uninstalled equip- 
piles up at enterprises. 

e problem of improving the system of indices 

e State plan is not limited to the questions noted 
=. Thus, it will be necessary to introduce some 
ovement in planning the indices of labor pro- 
vity and reductions in production costs, which, 
e know, occupy an important place in this sys- 


rious attention should also be devoted to raising 
ole of technical-production indices in planning, 
hn, on the one hand, express definite assignments 
mproving the utilization of fixed and current 
tS in industry and other branches and, on the 
*, are also used to provide a more thorough sci- 
ic groundwork for the plan’s targets them- 
1S. 

RK 
e scientific nature of socialist planning is 
1 on the increasing profound knowledge of ob- 
ve economic laws. This makes it possible — 
= course of elaborating long-range plans for the 
lopment of the national economy — to determine 
adequate precision those resources which the 
(ry will have at its disposal during the given 
Wd. Of course, it is impossible to take full 
int of all the resources and possibilities of 
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our country in the period covered by the plan. 
These resources come to light in the course of the 
realization of the plans, on the basis of the creative 
labor of the Soviet people and the achievements of 
science and technology. This is precisely what 
ensures the constant overfulfillment of state 

plans. 

As we know, the enterprise is the primary cell 
of socialist production and planning. It is there 
that proposals arise, which, after appropriate study 
and correction, find their reflection in the country’s 
national economic plans. The disclosure of re- 
serves and the thorough substantiation of the plan’s 
indices begin at the enterprise. Therefore, the 
greatest possible improvement in planning econom- 
ic operations at the enterprises is a matter of na- 
tional importance. 

The Plenary Session of the Party Central Com- 
mittee in July 1960 attached great importance to 
raising the level of planning. It is necessary to 
generalize more profoundly all the processes taking 
place in the national economy and the conditions in 
which our country achieves successes in fulfilling 
the tasks of the national economic plans. In doing 
so, not only the experience of our own country, but 
also the experience of the fraternal socialist coun- 
tries in drawing up and realizing their plans should 


be studied and generalized. 
Fk 
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‘ther Improvement of Economic Planning Methods 


ittle over three years have passed since the 
ith Session of the USSR Supreme Soviet adopted 
aw on the Further Improvement of Industrial 
‘onstruction Management. The successes 

ved during this brief period of time in every 
-e of economic development show that the re- 
ization has created new opportunities for the 
ructive efforts of the Soviet people, for their 

2 participation in economic management. The 
; Central Committee and the USSR Council of 
‘ters noted in their decision of April 7, 1960 
he setting up of the economic councils had 

it possible to raise planning work to a new, 


higher stage and substantially to increase the role 
of the Union Republics and local planning bodies in 
the planning of the economy. Strong planning bodies 
have been set up in the Union Republics, capable of 
planning the economy of the republics and districts. 

The change in the organizational forms of indus- 
trial and construction management has required a 
certain reorganization of planning work, an im- 
provement in the forms and methods employed in 
economic planning. Important measures have been 
taken to improve the long-range and current plan- 
ning of the economy, shifting the center of gravity 
in planning to the localities -- to the economic 
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administrative regions, enterprises and construc- 
tion sites. The elements of excessive centraliza- 
tion in planning the economies of the Union Republics 
have been eliminated, and the necessary conditions 
created for the proper coordination of branch and 
territorial planning, for the further improvement of 
the planning and direction of the economy. 

However, these conditions are not being 
fully utilized. The July 1960 Plenum of the Party 
Central Committee noted in its decision that the 
planning and economic bodies were not doing every- 
thing necessary to improve the indices of the eco- 
nomic plan and that economists were giving little at- 
tention to the elaboration of the methodology plan- 
ning. 

We shall consider below some of the pressing 
problems connected with the further improvement 
of economic and cultural planning in the Union Re- 
publics; this will be done in the light of the new de- 
mands arising out of the further improvement of 
national economic planning under present-day con- 
ditions and by considering the organization of plan- 
ning in the Russian Federation. 

OK 

The experience acquired in recent years in the 
organization of current economic planning enables 
us to further improve and simplify the drafting of 
annual plans and to perfect the system of indices of the 
plan. In the practice of socialist planning an im- 
portant role is assigned to the system of indices of 
the economic plan; this system embraces every as- 
pect of expanded socialist reproduction. Reflected 
in it are the structure, rate and level of develop- 
ment of production, the basic balance relationships 
and proportions in the development of the economy, 
the capital invested in the reproduction of fixed 
assets, the degree to which labor is equipped with 
energy and electricity, the increase in labor produc- 
tivity, the rise in the working people’s material and 
cultural standards, etc. 

At the same time the system of indices of the 
economic plan determines the everyday practical 
activity of millions of people building a new, com- 
munist society and actively participating in the 
planning and managing of its complex economic or- 
ganism. Hence, an essential condition which the 
system of indices of the economic plan must meet is 
- that the centralized direction of planning be proper- 
ly coordinated with the greatest possible stimula- 
tion of local initiative. This is assuming special 
importance now in connection with the reorganiza- 
tion of industrial and construction management, as 
a result of which many indices of the plan have been 
shifted to the Councils of Ministers of the Union Re- 
publics for approval. The rights of the Union Re- 

publics in economic planning have been greatly 
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extended. However, for the center of gravity of 
economic planning to be really shifted to the loca 
ties, a great deal of work must still be done to o7 
ganize the planning of the economic administratiy 
regions in the Union Republics. 

As an analysis of the yearly plans for the RSF 
has shown, the number of plan indices for the eec 
nomic councils and local Soviets which are ratifi 
in the center is still very large. To prepare the 
economic plan for 1960 the RSFSR State Planning 
Committee sent to the economic councils and loc 
Soviets 247 forms, including 168 computation tabl 
Under the industrial products nomenclature over 
1,000 indices were included in the production pla: 
to be approved by the RSFSR Council of Minister 
and in the production of commodities distributed 
the RSFSR Gosplan and its supplying and marketi 
agencies — more than 11,000 indices. The numb 
of indices in the capital construction plan subject 
approval by the center exceeded 300. Mention 
should be made of the cumbersome nature of the 
forms and computation tables the economic coun- 
cils, local Soviets, ministries and departments 
must use in submitting yearly draft plans to theC 
plan. These forms require detailed computations 
even for those plan indices the consideration and 
proval of which are entirely within the jurisdigll 
of local authorities. (1) 

The forms for the 1961 plan proposed by the 
RSFSR Gosplan have been made even more elabo 
rate as far as the data requested from the locali: 
ties are concerned. x 

The existence in the localities of economic cot 
cils — economic organizations with staffs of hig 
competent experts — makes it possible to simp 
considerably the preparation of annual economi 
plans, to reduce substantially the forms and i 
of the plan, and to transfer the approval of som 
its indices to the localities — the economic cow 
and local Soviets. In recent years the local plai 
bodies have been strengthened and have acquire 
much planning experience. Long-range planning 
has been improved, and this facilitates the draft 
of annual plans, which are prepared onthe basi 
the long-range plan targets and are annually st 
mitted to the economic councils, local Soviets 
ministries and departments in charge of settin 
preliminary limits. These limits, in our opini 
should henceforth be proposed to the localities 
more limited range of the most important indi 
of the plan. 

Thus, under the new conditions of work all tk 
necessary prerequisites exist for the continuec 
transfer of the bulk of planning work to the loc 
ties and a substantial reduction of the plan ind 
Subject to approval by the center. At present 
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ets for gross and marketable production and for 
letailed nomenclature of products assigned to 
enterprises are not always coordinated. In addi- 
the assortment of products usually has to be 
sed in the course of annual plan fulfillment 
g to changing market conditions or other fac- 
, which in turn results in substantial revisions 
e originally planned volumes of gross and mar- 
ble output. This also indicates that it is best to 
gn to the economic councils and enterprises only 
of the indicated indices, in terms of which the 
llment of the production program should be 
ed. The most suitable index, in our opinion, is 
roduction target for the most important lines 
itput, expressed in kind. 
1e problem of improving and simplifying the 
ning of industrial production with a view to fur- 
extending the powers of local authorities un - 
tedly requires additional investigation. To ac- 
ulate experience in this field it would be advisa- 
therefore, beginning with 1961 to introduce the 
ning of industrial production in three or four of 
sconomic councils for a limited range of in- 
s set by the higher authorities, including targets 
he production of major lines of output in kind, 
otal payroll, technical-economic indices for the 
cipal branches of production, percentage growth 
bor productivity over the preceding year, and 
mulations (profits). The drafting of the indus- 
output plan for the remaining indices (gross 
marketable output, detailed nomenclature of 
s, other plan indices for labor, reduction of 
uction costs, etc.) should be entrusted to the 
omic councils and local planning bodies them- 
2S, which will then submit the plan (covering all 
es) to the RSFSR Gosplan for the drafting of a 
90Ssite plan for the republic and for setting up 
er supervision over its fulfillment. 
e July 1960 Plenum of the Party Central Com- 
se gave serious attention to the problem of fur- 
improving the indices of the state plan and 
igthening the work of improving economic in- 
3 in all links of the economy. The Plenum 
ed out the need for making fuller use of such 
omic levers as cost accounting, profitability, 
>, profits, and financial control. This is all the 
> important now that, with the gradual abolition 
xes collected from the population and the dis- 
nuation of issues of state loans, socialist ac- 
‘lation in our economy is becoming the only 
ce of financing the development of the produc- 
forces, the growth of culture and the rise of the 
rial well-being of the Soviet people. In this 
ection the struggle for the fulfillment of the 
tative indices of the plan assumes paramount 
ficance. : 
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In our view it is necessary to include in the sys- 
tem of indices of the national economic plan an 
additional target for the volume of accumulations _ 
(profits) as a most important plan target subject to 
government approval. Heretofore no such synthetic 
index has been included in our national economic 
plan. Only in the state budget is there a target set 
for the allocation of profits to state revenue, con- 
stituting part of total accumulations. The setting of 
a target for the total volume of accumulations, fixed 
in accordance with the tasks of expanded socialist 
reproduction, will stimulate the economic councils, 
enterprises and construction projects to find local 
reserves for cutting production costs. The basis 
for improving the system of indices of the plan for 
the republics is provided by the directives of the 
Party Central Committee and the USSR Council of 
Ministers embodied in the decision of June 15, 1960, 
“On the Further Improvement of the Planning and 
Direction of the Economy in the Union Republics.” 

The setting up of the All-Russian Economic Coun- 
cil will undoubtedly introduce changes in the prepa- 
ration of annual plans by the RSFSR Gosplan. It 
will make for a reduction in the number of indices 
approved by the RSFSR Council of Ministers by 
shifting part of the indices to the All-Russian and 
local economic councils for consideration and ap- 
proval. The industrial products nomenclature ap- 
proved in great detail by the RSFSR Council of 
Ministers should be drastically cut. In many cases 
this detail was introduced in order to give greater 
precision to the plans of material-technical supply. 
Inasmuch as the functions of material-technical 
supply will be performed by the All-Russian Eco- 
nomic Council, the economic plan approved by the 
RSFSR Council of Ministers should cover the most 
important production targets without going into de- 
tail as to types and grades, All further details of 
the plan should be handled by the respective supply 
and marketing departments of the All-Russian 
Economic Council. 

Among the existing plan indices there are some 
which do not stimulate the growth of production 
(for instance, planning certain heavy machine- 
building, rolled stock and light industry products in 
terms of weight). Improvement of the plan indices 
in heavy machine-building, one of the key industries, 
is of particular importance to the economy. 

In order to save metal and stimulate the workers 
of industry to reduce the weight of the goods they 
manufacture, products such as metallurgical equip- 
ment, metal implements, etc., should be planned in 
the future in terms of pieces. In this connection 
closer attention should be given to working out more 
precise standards and norms and to unifying tech- 
nological processes. Revision of the system of 
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planning output by shifting from weight indices to in- 
dices which stimulate the saving of materials and 
improvements in the quality of output is also re- 
quired in light industry, where planning the produc- 
tion, say, of rubber for soles and stiff leather goods, 
should be in units of area -- square meters -- rath- 
er than in units of weight -- tons. 

The necessity of waging a systematic struggle 
for fulfillment of Party directives calling for ac- 
celerated devlopment of technology confronts the 
planning authorities with the question of whether it 
is advisable to include among the indices of the na- 
tional economic plan a number of technical-econom- 
ic indices giving the local authorities government- 
approved targets for the achievement -- during the 
year covered by the plan -- of a definite technical 


level of production and greater production efficiency. 


Implementation of this vital measure will create an 
essentially new department of economic planning, 
the planning of technical development, technical pro- 
egress. 

Of course, the elaboration of the most rational 
system of technical-economic indices helping to 
plan technical progress in the economy is a very 
complex task requiring special study. Despite its 
complexity, however, this task can certainly be 
solved if the central planning authorities and the 
respective economic research institutes collaborate, 
and the wealth of experience gained in planning the 
country’s economy is utilized. 

So-called technical-economic indices are already 
being used in the practice of planning. But they are 
lost in the maze of computation tables used to sub- 
stantiate the production program. It must be said 
that in the past these indices were not considered 
as having a significance of their own. 

To explain our proposal to introduce technical- 
economic indices in planning practice for the pur- 
pose of reflecting targets for the achievement of a 
definite level of technical development in a given 
year, subject to approval by the government of the 
republics, let us cite Some examples. In the iron 
and steel industry, for instance, the measure of 
technical development could be the coefficient of 
utilization of blast furnaces, the average daily steel 
output per meter of open hearth furnaces; in the 
coal industry -- the monthly progress of the stoping 
line, the monthly entry speed; in the oil industry — 
_ the monthly operating and prospecting drilling 
speed per machine; in spinning — the hourly produc- 
tivity of 1,000 spindles; in weaving — the hourly 
productivity of a loom, etc. 

Fulfillment of the indicated general technical- 
economic tasks approved by the government can be 
assured chiefly by the development and application 
of new techniques and advanced technology, and by 
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measures of an organizational and technical char 
ter taken on the spot. This will also make it nec 
sary to readjust the indices of the plan for the de: 
velopment and practical application of new tech- 
nology. 

The June 1959 Plenum of the Party Central Cor 
mittee noted that the measures planned by the re- 
publican authorities to develop and apply modern 
technology are worked out in excessive detail. TI 
measures envisaged in the plan are not linked up 
organically with the other plan indices and do not 
sufficiently reflect qualitative shifts in technical 
progress and the degree to which mechanization 
and automation affect the production process. In 
order for the plan to focus the attention of econon 
councils, enterprises and construction projects 01 
the solution of the most important problems of te 
nical progress, and to give full sway to their initi 
tive in seeking technical improvements in produc: 
tion, we must revise the list of measures to be 
taken in introducing new technology and eliminate 
the tendency toward excessive details, making cel 
tain that future plans contain only those measures 
which are of nation-wide significance and reflect 
the uniform technical policy which the Party follo 
in developing the respective branches of the natio 
economy. 

OK | 

Long-term capital construction planning is as- 
suming a place of considerable importance in the 
practice of socialist planning. The existence ofa 
long-term plan of capital investments makes it a 
sible to determine correctly their direction and t 
order of precedence to be given to the various pr 
jects, as well as their territorial distribution; it 
permits us to concentrate the state’s resources ¢ 
the most important objects and to prevent their d 
sipation. A stable long-range plan of capital inve 
ments provides an opportunity for the rational de 
velopment of the building industry and its mater 
and production basis, and for an uninterrupted |! | 
of building materials. Of great importance is tk 
directive contained in the decision of the Party 
Central Committee and the USSR Council of i 
ters of April 7, 1960 to the USSR Gosplan to dra 
up authorized lists of the most important constr 
tion projects and to fix the volume of capital inv 
ments for the entire construction period in ac- 
cordance with the construction schedule norms 
implementation of this directive will undoubted: 
have a favorable effect upon the planning of cay 
construction. 

In accordance with the decision of the Party 
tral Committee and the USSR Council of Minist 
the central planning bodies must — simultaneo 
with the planning of capital investments — pref 
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s for supplying the construction projects with 
pment so as to prevent gaps from arising be- 
n the building operations and the scheduled in- 
lation of equipment. 

) make certain that no interruptions take place 
lilding operations, it would be well — in addi- 
to improving the planning of capital investments 
the supply of equipment -—- to determine for the 
re construction period the stocks of essential 
jing materials required. All building materials 
equipment should be supplied to such construc- 
projects from one and the same source until 

r completion, so that they will have direct eco- 
ic contacts with the supplying organizations and 
irtments throughout the construction period and 
be able, jointly with the latter, to regulate the 
of building materials and equipment depending 
ne progress of the project. 

or the purpose of adjusting the planning of capi- 
nvestments a new system was adopted in 1959, 
‘r which investments in housing, communal, 
jral, welfare and health services are planned 
rately from those in industrial construction. 
hen this new system was put into effect in the 
sian Federation a decision was adopted to trans- 
the planning of educational, cultural and health 
ects (with a few exceptions) to the Councils of 
isters of the autonomous republics and the ter- 
rial and regional executive committees, while 
cating the appropriations for these purposes in 
center through the RSFSR Ministry of Educa- 
_the RSFSR Ministry of Culture and the RSFSR 
istry of Health. 

seems to us that the good results already 

eved under the new system of capital investment 
ning justify the extension of the same practice 
juSing and communal construction. 

1e fixing in the center of the volume of housing 
communal construction separately for the eco- 
ic councils and local Soviets, as well as for a 
ber of the RSFSR ministries and departments, 
not fully solve at the local level the problem 

e integrated development of these important 
nents of the economy, curtails in some measure 
*ights of the local Soviet authorities in solving 
ing and communal construction problems, and 
tes the danger of dissipation of the funds as- 
ed for these purposes by the various ministries 
Jepartments of the Russian Federation. 

order to further improve the practice of capi- 
nvestment planning it seems advisable to us to 
the local Soviets wider powers in planning cap- 
eonstruction. In particular, all housing and 
munal construction planning (with the exception 
at required in very remote and sparsely popu- 
| regions) should be entrusted to the Councils 
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of Ministers of the respective autonomous repub- 
lics and the executive committees of the respective 
territories and regions. 

It also Seems advisable in the yearly plans to in- 
form the Councils of Ministers of the autonomous 
republics and the territorial and regional execu- 
tive committees of the total volume of capital in- 
vestments assigned for the construction of educa- 
tional, cultural and health institutions, without 
specifying in the center how much is to go to each 


of the ministries, and to do the same for the total 


volume of investments assigned to local industrial 
establishments without going into detail as to how it 
is to be distributed among them, allowing the local 
Soviet authorities to do this themselves, for they 
are better acquainted with local conditions. 

The capital investment plans will be fulfilled 
more efficiently if the Council of Ministers of the 
autonomous republics and the territorial and re- 
gional executive committees are allowed to shift 
the funds assigned to capital construction, in the 
course of plan fulfillment, from one branch to an- 
other (with the exception of housing), without over- 
stepping the total amount approved by the annual 
plan for the development of the local economy. 

HK 

The reorganization of industrial and construction 
management and the consequent shifting of the bur- 
den of economic direction away from the center has 
created conditions for joint and coordinated solu- 
tion by the economic councils and local planning 
committees of the problems of integrated develop- 
ment of the economy in the autonomous republics, 
territories and regions. This places a special 
responsibility on the planning organizations and 
economic councils, for upon the correct solution of 
these problems depends the proportional develop- 
ment of the various lines of production, their inter- 
connection, rational combination and cooperation. 
These factors, in turn, make for the most rapid de- 
velopment of the productive forces of the given eco- 
nomic region, the most rational coordination of the 
industries of the region, its contacts with other eco- 
nomic regions, and so on. Where these questions 
are being solved by the joint efforts of the economic 
councils and local planning committees good pro- 
gress is usually being made in the over-all develop- 
ment of the economic region as a whole. Among the 
problems which can be solved correctly only by the 
joint efforts of the economic councils and the local 
planning committees are: determination of popula- 
tion size in the region, problems of city and indus- 
trial water supply, coordination of the plan for 
capital construction with that for the production of 
local building materials, coordination of the plan 
for the food and light industry with the agricultural 
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development plan, the proper location of enter- 
prises in the region, and a number of other econom- 
ic and cultural problems. 

There are other possibilities, too, for extending 
and deepening the cooperation between the local So- 
viet bodies and the economic councils in planning 
the integrated development of the economic adminis- 
trative regions. Thus, with the objective of coordi- 
nating more closely the development plans of the 
economic administrative regions, proposals have 
been made to authorize the local planning commit- 
tees to draw up over-all, composite plans for the 
entire economy of the given region without regard 
to departmental subordination. The aim of this is 
to achieve closer coordination and greater harmony 
in planning the entire economic development of the 
autonomous republic, territory or region. (2) It 
would also be advisable to allow the planning com- 
mittees of the local Soviets to draw up a number of 
supplementary composite balance accounts for the 
autonomous republics, territories and regions 
(along with the balance accounts of local building 
materials, manpower resources, incomes and ex- 
penditures of the population, etc., already being 
‘prepared by them). 

The preparation by the planning committees of 
balances such as the balance of production and dis- 
tribution of consumer goods, the balance of local 
raw materials and industrial waste products, the 
balance of production and consumption of agricul- 
tural raw materials and produce, etc., will help in 
the disclosure of additional resources in the locali- 
ties and in their rational utilization for the inte- 
grated development of the economy of the adminis- 
trative economic region. 

The reorganization of industrial and construction 
management has substantially affected the work of 
the local Soviets and their planning committees and 
has confronted them with important new tasks in 
improving the organizational forms of planning and 
directing the economy of the given autonomous re- 
public, territory or region. The local Soviets and 
their planning committees are now confronted with 
important problems connected with the work of in- 
dustrial establishments producing consumer goods, 
housing development, the work of communal and 
trading establishments and cultural institutions. 

In the course of the reorganization and improve- 
ment of the planned direction of the economy of the 
administrative economic region, various approaches 
have been suggested to the problem of determining 
the composition of the industrial establishments 
and building organizations that are to remain under 
the jurisdiction of the local Soviets, and the rela- 
tions to be established between the local Soviets and 
their planning bodies, on the one hand, and the 
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economic councils and the. enterprises under thei 
jurisdiction, on the other. A tendency has recent, 
developed in some autonomous republics, terri- 
tories and regions to place under the jurisdiction) 
the economic councils some of the enterprises of 
local industry, and in some cases also the buildin 
trusts now subordinated to the local authorities. 
The reason for this is that the RSFSR Gosplan me 
the needs for materials on the part of the industr: 
and building organizations under local jurisdictioy 
much less fully than those of the establishments u 
der the economic councils. In some regions the 
process has been reversed, with the economic cor 
cils turning their enterprises over to the local Sa 
viets. In a number of autonomous republics, terr 
tories and regions of the RSFSR some fairly larg: 
enterprises (with an output ranging from 20 to 10) 
million rubles a year) receiving raw materials 
from funded supplies and selling part of their pro 
ucts to other regions, are still under local jurisd: 
tion. 

The diverse structure of local industry in some 
of the republics, territories and regions, despite 
the fact that its total output in the RSFSR amounts 
to more than 80 billion rubles (exclusive of the p1 
ducer cooperatives), and the constantly changing 
composition of its enterprises occasioned by thei 
frequent transfer from one jurisdiction to anothe 
seriously hinder the planning of its development. 
uniform solution of these questions should, in our 
Opinion, consist of placing under the local Soviets 
those enterprises which use local raw materials 
and waste products of those industries whose out 
is consumed largely within the boundaries of the 
respective autonomous republic, territory and re 
gion, as well as various repair shops and enter- 
prises catering to the daily needs of the populatic 

In view of the large volume of housing, commu 
and cultural construction carried on by the loca 
Soviets the transfer of the building organizations 
the economic councils may result in a serious © 
weakening of the influence directly exercised by 
local Soviets over these important branches of th 
economy and deprive them of operational direct Lic 
of construction operations. This is precisely w wh 
the construction of projects of local jurisdiction 
met with difficulties when they were placed unde 
the local building organizations. This has led to 
tendency to revive the building organizations of t 
local Soviets in some regions. Considering thes 
circumstances, it would be advisable to raise be 
fore the Councils of Ministers of the autonomo! 
republics and the territorial and regional execu 
committees the question of the greatest possibli 
strengthening of the production and technical fa 
ties of the building trusts under local jurisdicti 
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S to make sure that they will be able to fully 
ze the funds assigned to the local Soviets for 
sing, communal and cultural construction. 

ROR 
Systematic checkup of the fulfillment of eco- 
ic plans is a most important function of plan- 
The setting up of economic councils in the 
10mic administrative regions has brought the 
aging bodies closer to production and created 
e favorable conditions for regular supervision 
lan fulfillment by each enterprise and construc- 
project. Operational (current) checking of plan 
liment has in most cases been made the duty-.of 
ich departments of economic councils, which re- 
e daily reports from the enterprises on the ful- 
nent of their plans and, through the leadership 
1e economic council, take the necessary meas- 
3 to ensure that the given program is carried 


he integrated form of checking plan fulfillment 
*h provides for thorough analysis of a wide 

re Of quantitative and qualitative indices pro- 

2s the best results. Thus, in summing up the 
liment of the 1958 plan by enterprises under lo- 
jurisdiction, the Tula Regional Planning Commit- 
found that the gross output plan as a whole had 

1 fulfilled to the extent of 103.2%, the labor pro- 
ivity plan -- 103.5%, while average wages 

shed only 92.3% of the planned figure althoughthe 
ely payroll had been exceeded by 2.3%. This data 
mpted the Tula Regional Planning Committee to 
inge inthe first quarter of 1959 a complete 

*kup of the work of 19 enterprises under local 
sdiction with a view to disclosing the factors af- 
ing labor productivity and average wages. 

he checkup revealed extravagance in wage pay- 
ts, inefficiency in setting output norms and inla- 
accounting, infringements of staff discipline 
other grave flaws in the organization of labor 
production. It appeared that the enterprises 

e generally using experimental-statistical out- 
norms, most of them too low and obsolete. In 

y cases basic wage rates amounted to only 30 
0% of the total payroll. 

ne thorough nature of the checkup and the great 
ety of the material gathered have enabled the 

| Regional Planning Committee to prepare and 

it to the regional executive committee a list 
easures designed to improve the work of local 
try. The measures call for a revision of the 
ing output norms and piece rates and their uni- 
ion for similar jobs, elimination of the condi- 

- which permitted excesses in and infringements 
e wage system, consolidation and specializa- 

of enterprises, a reduction in the number of 

$ and abolition of the shop system in some 
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enterprises, and finally, greater mechanization of 
some of the more laborious production processes 
and the equipping of enterprises with more modern 
machinery. 

A study of the manner in which the carrying out 
of the economic plans is checked has revealed seri- 
ous flaws. The worst of these is the inadequate 
thematic and integrated checking, covering a num- 
ber of interrelated qualitative and, especially, 
quantitative indices of the plan. Yet regular check- 
ups of this kind not only help to disclose break- 
downs in plan fulfillment and bottlenecks in the de- 
velopment of the economy, but also to avert them- 

It seems to us that to improve the organization of 
operational (current) checkups of plan fulfillment, 

a Study should be made of existing defects in the sys- 
tem of accounting and reporting to the administra- 
tive bodies, and measures should be worked out 
which meet modern requirements of organization of 
operational direction of industrial establishments 
in the localities. 

ORR 

The July 1960 Plenum of the Party Central Com- 
mittee confronted Soviet economists with extremely 
responsible tasks connected with the further im- 
provement of socialist planning. A correct solu- 
tion of these important tasks requires extended and 
business-like discussion, a broad exchange of views 
on many problems, some of them controversial, 
including the organizational questions of planning 
dealt with in this article. The successful solution 
of the planning problems posed to Soviet economists 
by the Party and government will help to improve 
the practice of economic planning and will provide 
greater opportunities for displaying local initiative 
and discovering additional reserves in the economy 
for the fulfillment and overfulfillment of the coun- | 
try’s Seven-Year Plan of economic development. 


Footnotes 


(1) Thus, in order to justify the volume of work 
connected with everyday services to the population, 
the forms of the 1960 plan called for data under 28 
indices, with detailed breakdowns of the operations 
involved in the different kinds of services (repair 
of clothing, footwear, furniture, radio sets, re- 
frigerators, metal products, dry-cleaning, etc.). 

(2) Characteristic of this trend is the view ex- 
pressed by I. Nikolskii, chairman of the Perm Re- 
gional Executive Committee, in Izvestiia of Feb- 
ruary 11, 1960 in the article headed “An Integral 
Economic Plan for the Region.” He wrote: “Let us 
be correctly understood; we are not at all for sub- 
ordinating the economic council to the regional 
executive committee ... We believe, however, that 
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the local Soviets should not keep aloof from the 
economic development of the region as a whole ... 
Let everything of an organizational nature remain 
as it is for the time being. Let the plans for the 
development of the region’s economy continue to be 
prepared under the existing systems. But when 
estimates have been completed they should be 
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brought together, examined, and tied up, as it wer 
in a Single knot. This should be the function of thi 
planning committee of the regional Soviet executir 
committee. It is here that the development plan 

for the region’s entire economy should be formu-: 


lated.” 
ARKO 
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New Methodological Principles of Preparing the State Plan 


During the period of extensive construction of a 
communist society, the principal task of the state 
plans for developing the national economy is to 
create a material and technical base for the build- 


ing of communism, to strengthen the country’s eco- 


nomic and defense capacity, and to satisfy more 
fully the growing material and spiritual require- 
ments of the people. In fulfilling this great task an 
important role is assigned to strengthening the 


planned basis of the economy, to improving the sys- 


tem of indices and planning methods applied in the 
national economy. 


The Communist Party and the Soviet Government 
have always paid a great deal of attention to the im- 


provement of planning, and many important steps 
have been taken in this field in the past few years. 
First and foremost among these has been the re- 


organization of industrial and construction manage- 


ment and the establishment of regional economic 
councils, a step which has helped to raise the level 
of planning work. The part played in economic 
planning by the Union Republics and the local plan- 
ning agencies has been greatly enhanced. The 


State Planning Committee and State Economic Coun- 


cil of the USSR now rely to a greater extent on 
these local agencies. This being the case, it is of 


paramount importance to adopt a uniform methodol- 
ogy and system of basic indices for the plan, and to 


coordinate the economic development plans of the 
Union Republics and economic regions. 

The system of indices in the national economic 
plans and the methods of their computation are be- 


ing continuously improved. The basic methodologi- 


cal principles formulated by the State Planning 
Committee of the USSR jointly with the planning 


committees of the Union Republics for planning th 
Soviet national economy (published in September 

1960) will contribute to an over-all improvement 
this field. 

In the new methodological instructions and in th 
indices and blanks used for drawing up the currer 
economic plans, an attempt has been made to gen 
eralize the experience gained under the new syste 
of management based on the territorial principle. 
These documents outline the basic principles and 
methods of computing the indices adopted for the 
national economic plans by the Union Republics, 
economic councils, and local planning agencies. 
This makes for uniformity and will have a positiy 
effect on over-all planning. . 

The basic methodological principles are groupt 
according to the existing sections of the national 
economic plan. In addition, special sections are 
voted to presenting methods of preparing balance 
sheets of the incomes and expenditures of the po 
lation, compiling the balance sheets of the social 
product and national income in the republics. — 

The system of indices and forms used in drawi 
up a plan are grouped in similar sections, with # 
one difference that the indices characterizing the 
development and utilization of new technology, a 
well as specialization and co-operation, are set 
forth in separate sections encompassing all the 
main sectors of material production. There is 4 
a section designated as “Basic Indices for the E¢ 
nomic Regions.” To the system of indices and 
forms there is appended a new network of sixtee 
large-scale economic regions: the North, Nort 
West, Center, Volga-Viatka, Central Black-Ear 
Volga, North Caucasus, Ural, Western Siberia, 
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tern Siberia, Far East, Kazakhstan, Central 

., Transcaucasus, South, and West. 

Specific feature of this edition of indices and 
as is that, in addition to the ratified indices for 
national economic plan it contains a detailed 

e of indicators for the scientific substantiation 
le targets of the national economic plans. 

he new methodology begins with a presentation 
le main tasks which must be met in preparing 
plans. These include: a high rate of growth of 
luction and the establishment of proper propor- 
5 in economic development; the most economical 
tion of practical problems of economic develop- 
t; the maximum rate of technical progress in 
sectors; improvement of the structure of produc- 
; rational geographical distribution of the pro- 
ive forces; the most effective allocation of capi- 
nvestments among the sectors and economic 
ons; concentration of investments on the prin- 
1 projects and those about to be launched, so as 
ut down the time required for construction and 
lerate the commissioning of fixed assets; 
imum utilization of existing possibilities for 
ing labor productivity and reducing production 
S; continuous improvement of the people’s liv- 
and cultural standards. 

improving planning methods, one of the main 

s facing the planning agencies is to ensure the 
yortional development of the national economy. 
is connection the regulations place special 
hasis on the necessity of establishing correct 
yortions in the development of related branches, 
ie extracting and manufacturing industries, in 
stry and agriculture, in transport and other 
ors; and in establishing correct proportions 
een the growth of output and consumption, la- 
productivity and wages, money incomes of the 
lation and retail trade turnover, as well as 
een the production and construction plans on the 
hand, and the material, financial and labor re- 
ces needed to fulfill these plans on the other. 
requires further improvement in the balance 
t method of planning, for this is the principal 
10d of substantiating the rate of growth of pro- 
ion, proportionality in economic development, 
ilization of internal resources and creation of 
rves. By working out balance sheets in kind, 
bor terms, and in value terms we can ensure 
yrm and scientifically based plan targets, the 
dination of all the plan’s sections and indices, 
-he balanced development of all sectors of the 
yal economy. 

yr instance, the balance sheet of the social 

ict and national income provides a quantita- 
stimate of the principal proportions and 

s in the national economy in their movement, 
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mutual relation and interdependence. The data of 
this balance sheet are used for verifying the co- 
ordination of the plan’s sections and principal in- 
dices, as well as for a preliminary determination 
of its basic projects. 

The data in the composite financial balance sheet 
are uSed to determine the amount of financial re- 
sources and outlays allocated for the development 
of the national economy and for social, cultural and 
other services. The amount of financial resources 
transferred by the Union Republic to the all-union 
state fund and, conversely, the resources allocated 
out of this fund to the republics is determined on 
the basis of the data provided by the above- 
mentioned balance sheet. The balance sheet of the 
population’s money incomes and expenditures is 
used as a basis for establishing — in the national 
economic plan -- correct proportions between money 
incomes on the one hand, and retail trade turnover 
and paid services on the other. 

The data included in the balance sheet of produc- 
tion capacity play an important role in substantia- 
ting the planned volume of output and capital con- 
struction. Comparison of capacity in related sec- 
tors helps to determine the degree of conformity in 
the development of these sectors and to work out the 
measures necessary to ensure correct proportions. 
These data are also used to determine the eco- 
nomically rational specialization and coordination 
of production. 

The balance sheet of labor resources substan- 
tiates the main requirement of expanded socialist 
reproduction, i.e., the degree to which the available 
labor force is sufficient to meet the plan’s targets. 
This balance sheet shows the total available labor 
force and its distribution among occupations and 
production sectors. 

The necessary proportions within production 
spheres and economic sectors, as well as inter- 
regional proportions corresponding to the current 
plan targets, are secured with the aid of balance 
sheets for fuel, metal, electric power, equipment, 
chemicals, building materials, and the basic agri- 
cultural raw materials. 

When the national economy is managed on a terri- 
torial basis, planning must be conducted in such a 
way that the principal balance sheets are prepared 
for the major economic regions. Furthermore, the 
system of drawing up balance sheets in the repub- 
lics and regions must be radically improved; this 
also applies to certain data supplied by the adminis- 
trative regions (balance sheets of labor resources, 
building materials, fuel and electric power). More- 
over, much higher standards must be adopted in 
compiling the balance sheets. For this purpose, 
diagrams and a detailed explanation of methods 
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of compiling the value and labor balances are 
appended to the new methodology. 

Another important factor in improving planning 
methods is the improvement of the whole system of 
technical and economic norms which play a de- 
cisive part in determining planned targets. The 
norms of labor inputs, utilization of equipment, ca- 
pacity, and production space, and norms of material 
resources which are used in the plans must take 
account of scientific and technical progress, of the 
experience of the leading enterprises and innova- 
tors. They must stimulate a more efficient use of 
the enterprises’ labor force and fixed assets. Many 
sections of the methodology contain lists of norms 
used in planning. 

The methodological instructions emphasize the 
necessity of accurately estimating the economic ef- 
fectiveness of the planned targets of output and 
capital construction, installation of new machinery, 
improvements in the distribution of productive 
forces and in the existing economic ties between the 
Union Republics and economic regions. Moreover, 
the planning agencies must estimate not only the 
differences in fixed investment and value of output 
under the old and new conditions, but also the time 
(period of recoupment) it will take to recover the 
outlays. The saving of social labor in the whole na- 
tional economy is the principal criterion of the ef- 
fectiveness of the contemplated measures. 

An important feature of the new method of plan- 
ning is the rule prescribing that the relevant agen- 
cies make extensive use of the data obtained through 
the verification and analysis of the fulfillment of 
long-range and current plans, especially with re- 
spect to the introduction of new machinery, produc- 
tion of the planned assortment of goods, growth of 
labor productivity, reduction of production costs, 
and the commissioning of new capacity. While the 
plan is in its draft stage, everything new and pro- 
gressive achieved in practical work must be taken 
into account so that the targets set will be fulfilled 
with minimum outlays. 

The new methodology emphasizes the importance 
of achieving continuity in the process of planning 
the development of the national economy. A serious 
defect of the former planning procedure was that 
while the process of production was continuous, the 
drafting of annual plans always started from scratch, 
as it were. These plans were not sufficiently co- 
ordinated with the long-range targets; they were 
compiled from above and were often approved after 
a considerable delay. This obstructed the efforts 
of enterprises and construction projects to make 
adequate preparations of a production and organiza- 
tional nature for fulfilling the new targets. Con- 
tinuity in planning must be achieved through the 
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constant coordination of the indices of the annual 
plan with the targets of the long-range plan. It is 
equally necessary to complete the annual plan in 
time and assign it to the relevant enterprises be- 
fore the start of the plan period, with the enter- 
prises making timely organizational and technical 
preparations for fulfilling the assignments of the 
new plan. 

At the present stage, science and technology ar 
assuming an increasingly important role in pro- 
moting the further rise in labor productivity and i 
creased output. It is therefore extremely importe 
to improve the planning of the development and ap 
plication of the latest scientific and technical 
achievements in order to expand production and i 
prove its quality. 

Before 1960 the development and introduction 0: 
new machinery and advanced technology were planr 
as a rule, after the production plan had been draw 
up. Asa result, the state plans did not take fulla 
count of the possibilities of expanding production 
and improving its quality through the use of the © 
latest scientific and technical achievements. 

The new methodology states that planning in all 
sectors of the national economy should begin with 
the elaboration of measures for developing and 
applying new technology. These measures must i 
clude: a list of new, improved products and the 
time needed to put them into production; a list of 
technically obsolete products whose production ~ 
should be stopped; the basic targets relating to th 
introduction of new technological processes and t 
the mechanization and automation of production; 
the targets for the specialization and cooperation 
enterprises. , 

The supply of materials and equipment needed 
for the development and introduction of new tech- 
nology will be given priority. Moreover, these ta 
gets must be coordinated with the other sections | 
the national economic plans, including the outpu 
capital construction and financial plans, the pla 
for material-technical supply, labor resources, 
and reduction of production costs. . 

Proposals for the development and introductio: 
of new technology in the given year are submitte¢ 
the planning committees and the committees on 
ence and technology of the Union Republics to th 
USSR State Planning Committee, the USSR State 
Committee on Science and Technology and theSt 
Committees of the Council of Ministers in charg 
of various industrial sectors one month before | 
mission of the draft national economic plan. In 
way every project to be incorporated in the plan 
will be carefully analyzed for the purpose of es 
mating its economic effectiveness and making 
fuller use of the latest scientific and technical 
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evements. The generalized data characterizing 
‘esults of the planned technical advances should 
ide the following indices: 
) the growth of the level of mechanization by 
ches expressed as the ratio of the volume of 
. or of labor inputs in mechanized projects to 
otal volume of work or of labor inputs; 
) the growth of automation by branches ex- 
Sed as the ratio of the volume of work or of la- 
inputs in automated projects to the total volume 
ork or of labor inputs; 
) the share of new products in the total output 
given sector (in kind and in value terms). 
oreover, the generalized data on the end result 
e fulfillment of the new technology plan should 
kpressed by the sum total of economies 
eved on an annual basis in money terms, by the 
lute or relative number of released workers, 
le economy of metal and other important mate- 
resources, as well as by indices of production 
ity, improvement in working conditions and 
ty measures. 
cordingly, the indices and forms used in com- 
g a plan contain a special section on questions 
echanization and automation, with a detailed 
of indices on the adoption of advanced technol- 
in branches of industry, construction, agricul- 
, transport, and communications. This list is 
to set up separate targets for mechanization, 
mation and new technology. 
e principles governing the planning of indus- 
production occupy an important place in the 
odology. This section has three subsections: 
lanning of output in kind; the development of 
technology and of cooperation, specialization 
-ombination in industry; the planning of indus- 
Output in value terms. 
ie basic material far compiling an industrial 
uction plan for a certain period of time con- 
of the following items: measures for the de- 
ment and application of new technology; data 
owing the national economy’s requirements 
rious types of products; estimates of re- 
es of raw materials, supplies, fuel and power 
sd for the production program; balance sheets 
capacity available in industrial enterprises. 
smuch as production capacity is an important 
nt in the technical and economic substantia- 
f the industrial output plan, the new methodol- 
efines the basic principles which must underlie 
lance sheet of industrial capacity. This must 
rked out on the basis of the maximum utiliza- 
f available capacity, taking into account the 
s attained by leading enterprises and the 
ed growth of capacity -- in the first place at 
ng enterprises through expansion, 


reconstruction, and more efficient management and 
production methods. 

The production capacity of an enterprise is 
assessed on the basis of the technical or planned 
norms of its equipment productivity, utilization of 
space, labor requirements of the products, the 
ratio of output to raw material input with due re- 
gard to the application of advanced technology and 
the most efficient organization of labor. The defi- 
nition of advanced technology given in the methodol- 
ogy implies the use of technological processes best 
adapted to the concrete conditions so that they will 
promote the fullest utilization of the equipment and 
a Saving of labor, raw materials, fuel, and power 
per unit of production, as well as an improvement 
in the quality of output. 

In cases when planned norms of equipment pro- 
ductivity and space utilization are exceeded by lead- 
ing enterprises or workers, it is recommended that 
production capacity be reassessed on the basis of 
new technical norms which represent the stable 
achievements of leading workers. Stable achieve- 
ments should be viewed as results achieved in the 
best quarter of the current year by the leading 
workers -- those numbering 20 to 25% of the entire 
labor force employed in similar production proc- 
esses -- or the highest output figures achieved on 
20 to 25% of functioning machinery. 

An important place is assigned to the presenta- 
tion of the specific methods of drawing up a produc- 
tion program for every branch. It includes the best 
norms, coefficients and measures that should be 
used in calculating a production program, as well 
as the method of computation illustrated by stand- 
ard formulas and calculations. 

In planning specialization an important role is 
assigned to the estimation of the economic effec- 
tiveness of the extension of cooperation and special- 
ization. In addition to methodological suggestions, 
formulas are presented for estimating the tech- 
nical and economic effectiveness of introducing the 
planned measures. 

It is recommended that the production cost plus 
outlays for transportation be taken as the principal 
economic criterion in determining the suitable vol- 
ume of specialized production. Furthermore, in 
computing this effectiveness in each concrete case 
we should use additional data showing the labor and 
material requirements of the manufactured product, 
the output per worker and per ruble of fixed assets, 
the growth of output and improvement of quality. 

As in the former editions, the new methodolugy 
recommends that the value of industrial output be 
shown in terms of gross and marketable output. 
The index of gross output has certain defects. It 
does not fully reflect the end result of the work of 
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an enterprise and does not always provide an ac- 
curate picture of labor inputs in the output of goods. 
The new methodology makes an attempt to depart 
further from the factory method and to introduce a 
number of additional indices for improving the plan- 
ning of production volume in value terms. 

The section dealing with industrial planning con- 
tains a revised classification of industries, one 
which is uniform for planning gross and marketable 
output, labor and production costs. 

The new classification includes 13 basic branches 
under the jurisdiction of the economic councils: 
iron and steel, non-ferrous metals, fuel, power and 
heat output, machine-building and metalworking, 
abrasives, mica and graphite products, chemicals, 
timber, paper and wood-working, building materi- 
als, glass, porcelain and earthenware, light industry, 
food industry, and medical products. 

The industries controlled by ministries, depart- 
ments, and local Soviets under regional jurisdiction 
include light, food, machine-building and metal- 
working, and building materials. 

For the sake of uniformity in classifying enter - 
prises in the extractive or manufacturing industries, 
the new methodology establishes a corresponding 
grouping of the enterprises, listing them in their 
respective groups. The grouping of enterprises in 
the extractive and manufacturing sectors should be 
made on the basis of their gross output. The enter- 
prises classed in the extractive industries are those 
engaged in the extraction of natural raw materials 
(and lumber) for the manufacturing industries. The 
enterprises engaged both in the extraction of raw 
materials and their processing into finished prod- 
ucts are classed in the extractive sectors only if 
the extraction and initial processing of the natural 
resources constitute the bulk of their gross output. 

The instructions for classifying various products 
in groups “A” and *B” are accompanied by a list of 
products belonging to these groups. It is recom- 
mended that products be classified in these groups 
according to their actual destination. For example, 
some of the products of the light and food industries 
that are to be processed again as raw materials or 
semi-finished articles should be classed in group 
A*, 

The new methodology includes an extensive treat- 
ment of the methods of planning agriculture. Spe- 
cial attention is paid to the system of planning state 
purchases of agricultural products and raw materi- 
als, for these are the principal indices of the state 
plan in the agricultural sector and they are used by 
collective and state farms in drawing up their pro- 
duction and financial plans. 

Of particular interest is the computation of over- 
all economic indices for the development of 
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agriculture; this is the first time they have been 

presented here. The material includes: problem 
of computing gross agricultural output and mater’ 
outlays in money terms, the method of preparing 
balance sheets of money incomes and expenditure 
of collective farms, and the basic principles of de 
termining the economic effectiveness of agricul- 

tural production. 

The recommended basic indices for showing th 
economic effectiveness of agricultural production 
are as follows: output in money terms per 100 he 
tares per man-day or man-hour for every 100 
rubles’ worth of fixed assets; net output (gross in 
come) in money terms per man-day or man-hour; 
output in money terms per 100 rubles of total out. 
lays. 

The above indices help us to analyze various 
aspects of the production process in agriculture: 
the extent to which soil is used as the principal 
means of production; the rise in labor productivit 
efficiency in the use of the labor force and the fix 
production assets. 

In the planning of transport the methodology dez 
mainly with the system of determining the volume 
freight haulage. The volume of freight haulage ar 
its economically rational distribution among vari 
ous types of transportation facilities are deter- 
mined by the balance sheet method. In order to & 
tablish rational economic ties between enterprise 
and regions, it is recommended that balance shee 
of production and consumption of the basic types 
products in different republics and regions be | 
drawn up, and on the basis of this data optimum — 
zones of haulage of essential freight for all types 
transport be established; it is also recommende 
that the zonal distribution of products manufactu: 
by large-scale specialized enterprises be ascems 
tained. 

In order to achieve a correct distribution of 
haulage among the different types of transport, if 
is recommended that use be made of the technica 
and economic data and plan figures showing the ¢ 
velopment of transport facilities in the major get 
graphic and economic areas. The main thing her 
is to take steps to reduce to the utmost the time 
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quired for freight delivery and to make the most 
efficient use of the traffic capacity of various t: - 
port arteries in order to meet the economy’s re! 
quirements with minimum transport costs. : 

In addition to the method of planning freight 
haulage and passenger traffic, this particular se 
tion also outlines the method of planning the 
velopment of all types of transport and of their 1 
terial and technical facilities, the method of calcul 
the technical and economic indices for operating thi 
ing stock, and the development of communications. 
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ie methodological instructions deal with the 

ods of planning capital construction in great de- 
ind treat the following problems: planning the 
int of investment and construction-assembly 

5 Commissioning of production capacity and 

| assets in housing, communal and cultural 
ities; priority lists of construction projects. 
methodology also formulates how to determine 
conomic effectiveness of capital investments 
srovides a revised classification of sectors for 
nvestment plan, with a list of enterprises, 
tures and installations classified inthe cor- 
onding sectors; it also outlines a brief method 
anning the location of new enterprises. 

cause of the importance of expanding and re- 
tructing existing enterprises — including 
srnization and replacement of machinery — the 
odological instructions deal with the manner in 
h special funds are allocated for this purpose 
and above the investments in new construction. 
methodology deals in detail with the planning 

€ amount and distribution of capital investments 
rding to destination. For this purpose it is 
mmended that appropriate balance sheet esti- 
'S, and in the first place balance sheets of pro- 
on capacity, be compiled. 

.interesting aspect of the new methodology is 
ystem of determining the economic effective- 
of capital investments. It is recommended that 
ollowing indices be used: capital outlays per 

of production capacity and per unit of product; 

- productivity; production costs; period of re- 
ment of capital investments; time required for 
truction of projects. 

drawing up the specialization plan for construc- 
it is recommended that special emphasis be 

»d on: the expansion of the network of contract- 
nterprises engaged in building and assembly 

; increasing the volume of work done by spe- 
zed building organizations; developing, within 
ramework of specialized territorial organiza- 

, special building organizations for key indus- 
and housing construction; consolidating the 
regional specialized building organizations. 
rprises doing not less than 75% of a specific 

of work should be classified as specialized con- 
ing organizations for construction and assembly 


e new methodology attempts for the first time 

alyze certain problems arising in planning the 

ion of productive forces, pointing out the main 
iples and factors underlying the planned loca- 

yf industry and of specialization in agriculture. 
s recommended that the location of new enter- 
s be guided by the following factors: 

the development of the richest natural 


resources whose exploitation offers maximum ad- 
vantages, and bringing industry closer to the more 
economic sources of raw materials and fuel, as 
well as to the consuming areas; 

2) the further specialization and comprehensive 
development of the economy in the Union Republics 
and economic regions by means of a rational divi- 
sion of labor and the greatest possible strengthen- 
ing of rational ties between them; 

3) a more even development of productive forces 
in the Union Republics and economic regions, and 
a more efficient utilization of labor resources and 
fixed assets. 

In planning the development of industry, the tech- 
nical-economic features of individual branches 
must be taken into account. To meet this require- 
ment the methodology outlines the concrete factors 
which should be borne in mind in planning the loca- 
tion of the extractive industries and enterprises de- 
pendent on sources of raw materials, such as 
chemical enterprises, thermal power stations, met- 
al-consuming and other industrial branches. 

In planning the location of agricultural production 
it is important to estimate the economic effective- 
ness of various combinations of farm sectors and 
the relative effectiveness of the production of cer- 
tain commodities in different zones. The following 
indices should be used to determine the effective- 
ness of various types of output: 

1) the maximum volume of marketable produce 
in the leading branches and the degree to which the 
requirements for farm produce by the local popula- 
tion are met; 

2) output per man-day in kind and in money 
terms; 

3) production cost of a centner of output and 
total outlays in money terms for every 100 rubles 
of gross output; 

4) gross and net income per centner of output 
in kind and per 100 rubles of gross output in money 
terms. 

To achieve the proper development and location 
of economic activity in the Union Republics and eco- 
nomic regions, it is recommended that regional 
plans be drawn up for the most economical develop- 
ment of new towns and industrial centers; that non- 
productive expenditures on construction of facili- 
ties duplicating existing ones be avoided; that a 
given area be developed on the basis of a single 
plan, with due regard to achieving improved and 
healthier conditions of work, everyday life, and 
recreation. 

The indices and methods of planning geological 
surveys reflect a new system of planning in this 
field of activity. The main indices here are: the 
growth of reserves of minerals; the targets for the 
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prospecting of new deposits, for geological surveys, 
geophysical and hydraulic investigations; the vol- 
ume of work expressed in money terms. 

In order to achieve greater efficiency and lower 
costs in geological surveys it is recommended that 
use be made of indices of the cost of surveying per 
unit of mineral reserves in different regions and 
deposits. It is stressed that geological surveys 
should be planned comprehensively. This means that 
in addition to studies of the principal minerals in- 
cluded in the plan of growth of reserves or of further 
prospecting, provisions should be made for parallel 
investigations and estimations of other minerals 
found in a given area. 

The section dealing with the planning of labor and 
cadres presents the principles of planning labor 
productivity, the number of workers and employees, 
the average wages and the wage fund, the training 
and distribution of workers. 

A paramount task of planning is to achieve the 
greatest possible growth of labor productivity as 
the main factor in increasing production on the basis 
of technical progress, and the most rational use of 
labor resources. Hence, the methodology gives 
priority in this sphere to the technical and economic 
factors which promote higher labor productivity. 
The targets for higher labor productivity in industry 
should be calculated by determining the reductions 
in the number of workers which can beachieved 
through planned technical and organizational meas- 
ures along the following lines: 

1) the introduction of modern machinery and ad- 
vanced technology, comprehensive mechanization 
and automation of production processes, replace- 
ment and modernization of equipment; 

2) a higher degree of specialization, cooperation 
and combination of enterprises accompanied by 
more advanced methods of organization of produc- 
tion and work; 

3) the improvement of the system of wages and 
work norms; establishment of technically based out- 
put norms; raising the skills of workers; widespread 
dissemination of the advanced experience of enter- 
prises and innovators; 

4) the improvement of management techniques 
and a simpler structure of the managerial staff; 
mechanization of statistical, bookkeeping and com- 
puting work. 

_ Since workers and employees are now ona 
shorter working day, the labor time budget has been 
substantially changed. Because of this it is impor- 
tant to compute both the annual output per worker 
and the growth of hourly labor productivity. The 
methodological instructions suggest the following 
method of computing hourly labor productivity. 
When annual data are available on the number of 
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man-hours to be expended in a planned period, tk 
rate of hourly output should be found by dividing | 
sum total of gross output by the number of man- 
hours. If such data are not available, the growth 
of hourly labor productivity may be found by mak 
a preliminary estimate of the total working time: 
all workers in the base and the planned periods a 
er taking into account the planned reduction in thi 
working day and week. 

In the building industry it is recommended that 
the growth of labor productivity be calculated by 
determining the saving of labor inputs per one mi 
lion rubles of the estimated value of construction 
and assembly work, with a breakdown according 
source: a larger share of prefabricated building 
elements, more extensive use of new and better 
building materials, more extensive mechanizatio| 
of labor-intensive work, more efficient organiza. 
tion of production and labor, etc. 

In agriculture, the following main indices of la 
productivity are adopted: gross agricultural outy 
in 1958 prices per worker employed in farming, : 
labor inputs in man-hours or man-days per cent 
of output. It is also suggested that use be made ¢ 
the index of gross output per man-day. Because 
the special nature of agricultural production the 
growth of labor productivity in this sector is cal. 
culated in percentages of the average annual leve 
for the past three years. 

The growth of labor productivity may also be 
calculated by different methods with the aid of de 
provided by technological charts. The essence 0 
this method involves estimating only the changes 
total inputs between the base and the planned per 
od, the improvements in production techniques, i 
the organization of work, etc. 

In working out the national economic plans it i 
important to establish correct proportions betwe 
the growth of labor productivity and that of aver: 
wages. The methodology emphasizes that for thi 
purpose it is necessary to compute average wag! 
with due allowance for the growth of labor produ 
tivity. It gives a few examples showing how avel 
wages should be calculated for a planned period. 

The indices and methods of planning retail tur 
over have been revised with a view to placing th 
estimates of the required volume of goods on a 
sounder economic basis. This section shows ho 
balance sheets of essential food and manufactur‘ 
articles should be prepared and gives an exampl 
of how to estimate the required stock of goods to n 
the demands of retail trade (in comparable pric 

Some corrections have been made in the indic 
and methods of planning costs of production and 
circulation, the development of culture, health ¢ 
and communal services. 
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e new methodology, indices and forms used in 
iring the national economic plans are bound to 
ry helpful to the planning and economic agen- 
in working out the key sections of the state 

and in achieving higher standards of planning. 
ver, the methodological instructions are not 
omplete. They do not cover the very important 
of the material-technical supply of the national 
ymy and, furthermore, some of the indices still 
ire additional adjustments. 

the near future it will be necessary to work out 
stem of indices that will provide greater incen- 
to the enterprises and economic agencies to 

» more efficient use of fixed and circulating 

al, and to achieve higher labor productivity 
Ower production costs. Planning can be more 
tive if the relevant agencies adopt output in- 

; that will provide a more accurate picture of 
itterprise’s work and stimulate the growth of its 
it and an improvement in the quality and assort- 
of its products. 

oduction cost indices, too, must be improved. 
index showing “outlays of labor per ruble of 
cetable product” should not only correctly re- 
the lowering of costs of production, but act as 
centive to enterprises to steadily introduce 


al 
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new machinery and technology and to economize 
material and financial resources. 

In order to express more correctly the movement 
and level of the increase in labor productivity, it 
would be advisable to provide more extensive in- 
dices of labor productivity expressed in kind in the 
national economic plan and in the plans of the Union 
Republics. 

It will also be necessary to elaborate further the 
methods of territorial planning. In order to prepare 
scientifically based plans for the comprehensive de- 
velopment of the leading economic regions, a sys- 
tem of economically sound economic indices should 
be devised for these regions. It is also important to 
compile comprehensive plans for the economic and 
cultural development of the autonomous republics, 
territories and regions because the lack of such 
plans makes it difficult to prepare material and value 
balance sheets and other indices according toareas. 

The planning agencies are now faced with the im- 
portant task of still further improving the methods 
of current and long-range planning. Higher stand- 
ards of national economic planning will help to ac- 
celerate the fulfillment of the great program of 
laying the material and technical foundations for a 
communist society in our country. 
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Development of Social Consumption Funds During the 


Period of Full-Scale Communist Construction 


Among the theoretical problems connected with 
the transition from socialism to communism, the 
question of the prospects of development and role 
of the public consumption funds occupies an im- 
portant place. Social consumption funds represent 
one of the categories of the socialist economy. (1) 
Their origin and development are connected with the 
development and consolidation of the socialist mode 
of production. In essence, they are an expression 
of the elements of communist relationships which 
begin to take shape under socialism. 

Social consumption funds are part of the gross 
social product (or, consumption fund, to be more 
exact) of the socialist society used by the state, the 
collective farms and public organizations for the 
provision of social and cultural services free of 
charge or at reduced rates, and for the payment of 
various benefits to the population: the development 
of education, the health services and recreational 
facilities for the population, the maintenance of chil- 
dren’s institutions and cultural services, social in- 
surance and social maintenance (including allow- 
ances to large families), various benefits to the 
population, and so on. 

Some economists believe that not all of the ex- 
penditures on public services for the population 
should be classed among the social consumption 
funds, inasmuch as a certain portion of these expen- 
ditures is used for the payment of wages and sala- 
ries. This view is wrong in our opinion. Although a 
part of the social funds is used for the payment of 
wages and salaries to workers employed in cultural 
and every day services (doctors, teachers, instruc- 
tors, etc.), as far as society as a whole is con- 
cerned these expenditures represent the social 
funds, inasmuch as the maintenance and training of 
workers for the cultural and other services are es- 
sential for the provision of various services free of 
charge or at reduced rates: education, medical 
services, training of children, etc. It is only to the 
wage and salary earners themselves that this part 


of the social fund represents the fund of their in 
dividual incomes. Another part of the social fun 
that which is spent on the payment of pensions, 
scholarships, etc., is also a source of income fe 
the members of society. In defining the total 
amount of the social consumption funds account 
should also be taken of the use (amortization) of 
buildings and premises for cultural and other se 
vices (schools, hospitals, sanatoria, holiday hon 
kindergartens and nurseries), cultural institutio 
with their equipment and the state housing fund. 
like annual expenditures on social services, the: 
funds are designated for satisfying social and cu 
tural requirements over extended periods. The: 
funds for long-term use are increased out of the 
accumulation fund. 

The essence of the social consumption funds @ 
an economic category of socialism lies in the fa 
that they represent one of the forms of distribut 
As we know, the basic portion of material and ¢ 
tural goods in the socialist society is distribute 
according to the quantity and quality of work. U 
til an abundance of all goods is created in socie 
and labor becomes a prime necessity for every 
and woman, and develops into a habit of working 
society without expecting remuneration, distribi 
according to work will remain the chief form of 
tribution, providing incentives for the developm 
of social production and the growth of labor pro 
tivity. However, while it is the basic and guidi 
principle, this princisie of distribution under s¢ 
cialism does not cover the distribution of all go 
Side by side with it, distribution through the so 
consumption funds also exists and develops int 
socialist society. The question of social cons 
tion funds as a form of distribution was theore 
cally substantiated at the 21st Party Congress. 

Marx pointed out that under socialism the bo 
aries of necessary labor are extended as co : 
pared with capitalism; along with the requirem 
of expanded reproduction and the maintenance | 
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- administrative organs, the joint requirements 
members of society would also be included in 
sary labor. This is what explains the need for 
rms of distribution under socialism. At the 
list stage, wages and salaries, as well as col- 
e farmers’ incomes from the common economy 
collective farms, constitute the basic sources 
itisfying the personal requirements of the work- 
ople and their families. But these incomes do 
icompass the distribution of all the goods 
ible for consumption by the working people. 
arger part of the necessary product is dis- 
ed through wages, salaries and payment for the 
of the collective farmers in accordance with 
lantity and quality of labor. A portion of this 
ct is allocated for personal consumption by the 
ng people through the social consumption funds. 
xistence of two forms of distribution directly 
s the distribution of the national income. Only 
tion of the national income (the overwhelming 
yn though it may be) is allocated for the indi- 
| consumption of workers in production during 
itial distribution. The other portion remains 
rarily at the disposal of society as a whole 
tate) and is constituted into social funds. This 
yn of the national income reverts to every work- 
nployee and collective farmer during the final 
bution in the form of free services, various 
its and allowances paid by the state, by coop- 
re societies and public organizations. Here, 
irx pointed out, “all that is withheld from the 
cer as a private person is used directly or in- 
sly for his own benefit as a member of society.” 


a form of distribution, the social consumption 
represent a developing element of the commu- 
rinciple of distribution, although the existing 
m of payments and allowances from the social 
is not yet a complete form of distribution ac- 
ig to needs. It is rather a form of transition 
the socialist principle of distribution accord- 
labor to distribution according to needs, and 
*h it contains elements of the old and new, 

mts which frequently are interconnected. 

he basis of distribution of the social funds 

1e principle of satisfying the social and cul- 
requirements of the members of society, ir- 
ctive of their labor. But inasmuch as under 
ism the principle of distribution according to 
revails, its requirements to a certain degree 
ffect the distribution of the social funds. Thus, 
ns and sickness benefits are assessed on the 
f the length of service and the wage or salary, 
means that the requirements of the law of 
ution according to work are taken into ac- 
“In other words, here the principle of 
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distribution according to needs is combined to a 
certain degree with the principle of distribution 
according to labor. 

Another part of the social funds is distributed 
through the provision of free services (education, 
medical services, etc.), irrespective of the quan- 
tity and quality of labor. Although this form isclose 
to distribution according to needs, it is not yet a 
communist form of distribution at this stage, inas- 
much as these requirements are not satisfied in full. 
AS a result, we find that in this sphere social funds 
are used along with the partial use of the resources 
of the working people themselves (payment for cer- 
tain cultural services, for textbooks and school sup- 
plies, medicines, etc.). There is no doubt, however, that 
the extension of free services will contribute to the pro- 
motion of the communist principle of distribution. 

The growth of the social consumption funds stim- 
ulates the development of socially organized forms 
of consumption (kindergartens and nurseries, board- 
ing schools, sanatoria and holiday homes, cultural 
institutions, everyday services, etc.). These forms 
of social services were described by V. I. Lenin as 
“shoots of communism.” Thanks to the growth of 
the social funds and social services for the popula- 
tion, these “shoots of communism” have become 
firmly rooted in the life of Soviet society. 

Social forms of satisfying requirements initiate 
people into communist principles of human rela- 
tionships, disclose the social aspects of life, foster 
feelings of friendship and collectivism, a commu- 
nist attitude towards labor and public property. 
Emphasizing this important social role of the so- 
cial funds, N. S. Khrushchev said in his report to 
the Fifth Session of the Supreme Soviet of the 
USSR: “Further growth of the social consumption 
funds will be accompanied by the greater assertion 
and development of collectivism in life, in labor, in 
relations between people, by the development of the 
ability to make rational use of the increasing bene- 
fits of communism.” 

Social consumption funds also exert an increasing 
influence on production. Their steady growth, which 
tends to raise the cultural and technical level of the 
working people and to improve their health, helps 
to quicken the rates of growth of production and to 
raise the productivity of labor. The role of the so- 
cial consumption funds as a factor which stimulates 
increases in labor productivity tends to grow. 

It follows that the growth of the social consump- 
tion funds during the full-scale construction of a 
communist society stimulates the development of com- 
munist relations in the sphere of production as wellas in 
the sphere of distribution and everyday life, andthus has- 


tens the progress of our society towards communism. 
KK 
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The main objective of the socialist society is to 
achieve a steady rise in the people’s welfare and to 
improve the living conditions of the working people. 
In drafting long-range plans for the development of 
the national economy, the Communist Party sets it- 
self the task of securing for the Soviet people in the 
near future the highest living standard in the world, 
of creating conditions for the “complete well-being 
and free, full development of all the members of 
society.” (3) 

The social consumption funds play an important 
part in the achievement of this task. In 1960 the 
state budget alone (not counting the funds of the 


Total expenditures (in 
billion rubles) 


Expenditures per work- 
er, employee, collec- 
tive farmer (in rubles) 

Expenditures per capita 
of the population (in 
rubles) 


At the end of the Seven-Year Plan period, 3,800 
rubles per working person will be spent from the 
state budget and the funds of collective farms and 
public organizations for satisfying social and cul- 


tural requirements; if expenditures on the construc- 


tion of schools, houses, cultural and everyday ser- 
vices, as well as medical institutions are added, 
this will bring the average to more than 4,600 ru- 
bles a year. 


The expenditures of the Soviet state on social ser- 


vices for the population are growing much faster 
than all other expenditures connected with improve- 


ments in the material well-being of the working peo- 


ple. This may be seen from the following data, 
shown in the adjoining column, which show the basic 
factors in the growth of the working people’s in- 


comes in the past eight years and in the current sev- 


en-year period (in %). 

Steady increases in expenditures on social ser- 
vices and the increasing satisfaction of the social, 
cultural and everyday requirements of the working 
people from the social funds constitute, as N. S. 
Khrushchev pointed out at the 21st Congress, of the 
CPSU, the communist way of advancing the people’s 
welfare, of creating better living conditions for so- 
ciety as a whole, and for every member of society 
in particular. 


collective farms and of the public organizations) 
allocated 310 billion rubles for services to the 
population, for housing construction and for mun 
pal, social, cultural and other services. This is 
average of 3,100 rubles per worker, employee a 
collective farmer, or 1,770 rubles per capita of 
population. Consequently, the social consumptio 
funds represent an important means of advancin, 
the welfare of the working people. The constant. 
growing role of this factor is vividly illustrated 
the following figures on the growth of expenditur 
on services for the population financed out of the 
state budget and the funds of enterprises: 


Money wages of workers and 
employees 

Real incomes of workers and 
employees 

Real incomes of collective 


farmers 
Social funds (sum of pay- 
ments and benefits) 
Rates of growth of social 
funds: 


in relation to rates of 
growth of money wages 
of workers and employees 
in relation to realincomes 
of workers and employees 


The steady growth of the social consumigtll 
funds is important primarily as a factor in ra 
the real incomes of the working people, inasn 
as every Soviet family and every member ofs 
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ren and the aged included) benefit to some de- 
rom the payments and services provided out 
social funds. The real incomes of workers, 
yees and collective farmers are rising as a 
of direct payments from the social funds 
ons, benefits, scholarships, subsidized ac- 
Odation in sanatoria and holiday homes, main- 
-€ in child institutions, etc.) which represent a 
_ Supplement to earnings, as well as from in- 

. contributions to family incomes (free educa- 
nedical service, the use of clubs and library 
2es, low rent, etc.). 

mendous funds are spent by the Soviet state on 


Ovision of free schooling and medical services, 


litions to the network of children’s institutions 
iltural services, on housing construction, on 
aintenance of incapacitated people and on the 
sion of rest and recreational facilities. The 
bears the bulk of the expenditures on the edu- 
| of children. Substantial subsidies are paid 

» state to cover the cost of accommodation in 
Iria, in Summer camps for children, and the 
sion of apartments to the working people. The 
_ insurance budget alone exceeded 70 billion 

3 in 1960, which means the addition of an 

ge of 1,280 rubles to the wage of every work- 
1 employee. 

‘se additional incomes of workers and employ- 
it of the social funds (in the form of pensions, 
unces and other benefits, and in the form of 
lized or free services) amount to about one 

of their wages today. The increase of real in- 
3 in the Seven-year period by about one third 
lso be ensured thanks to the growth of the so- 
onsumption funds. Given this more rapid rate 
wth of the social funds as compared with the 
h of individual earnings, the share of incomes 
social funds in the real incomes of workers 
nployees will grow steadily. Moreover, there 
ry ground for anticipating a still higher rate 
wth of the social funds, which means that the 
tance of these funds as a factor raising the 
eing of the working people will grow still 


of the important tasks in the period of com- 
construction is the gradual elimination of 
nces in the material position of the members 
iety. Here, too, the social funds play quite an 
ant part. Inasmuch as a considerable part 
benefits (subsidized accommodation in chil- 
institutions, summer camps for children, 
ria, holiday homes, etc.) is provided on the 

f the material position of the person (in par- 
, the wage level), the social funds tend to 

he real incomes of the lower paid groups of 
rking people in the first place. The amount 
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of additional income out of the social funds depends 
also on the size of the family: greater contribu- 
tions are made to the budgets of families which have 
schoolchildren, college students, children attending 
kindergartens or nurseries, members receiving 
pensions; allowances are paid to mothers of large 
families, etc. Consequently, the social funds help 
to bring the living standards of different groups of 
the working people closer together by making great- 
er contributions to the lower paid workers and to 
those with large families. 

However, the importance of the social funds is 
not limited to increases in real incomes. They are 
also important in that they are designed to satisfy 
the social and cultural requirements of the popula- 
tion. Noteworthy in this respect is the part played 
by the social funds in providing for the education of 
children, universal education, development of cul- 
ture, science, etc., inasmuch as all this promotes 
man’s physical and intellectual development, the 
accumulation of knowledge and intellectual enrich- 
ment. 

Fe 

Rapid as the growth of the social consumption 
funds is, it would be wrong to begin reducing the 
funds used for the payment of labor by artifically 
hastening distribution through the social funds. 

The transition to communism proceeds gradually, 
as the economic prerequisites are created for it. 
In this matter, as N. S. Khrushchev pointed out at 
the 21st Party Congress, “there must be no undue 
haste, no hurried introduction of measures for 
which the time is not yet ripe. This would lead to 
distortions and would discredit our cause. But on 
the other hand, we must not stop long at what has 
already been achieved -- that would lead to stagna- 
tion.” The social and economic conditions pre- 
vailing in the period of communist construction 
dictate the need for the distribution of material 
benefits according to work throughout this period. 
It is natural, however, that the requirements for 
social services for the population are growing more 
rapidly than the individual wage fund. This is pre- 
cisely what determines the need for a steady in- 
crease of the social consumption funds. The pros- 
pects of development of the social consumption 
funds in the period of communist construction are 
determined in the first place by the tremendous 
growth of social and cultural requirements and the 
need to satisfy them to a constantly greater degree. 

In order to determine the future prospects for 
the growth of the social funds we must briefly 
examine the state and prospects of development of 
the social and cultural requirements which are 
present -- fully or partially -- from the social 
funds. 
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One of the main tasks of the socialist society is 
that of the universal educationand cultural advance- 
ment of the people. The cultural advancement of 
the broad masses of working people is an important 
condition for building socialism and communism. 
Intellectual prerequisites, a high level of education 
and social consciousness of the members of society, 
the full development of their physical and intellec- 
tual abilities, are as necessary for the transition 
to communism as the proper material and technical 
base and an abundance of material goods. 

The basic index of the cultural advancement of 
the Soviet people is the progress of education. As 
compared with the prerevolutionary period, school 
attendance has grown by 240% in the Soviet period, 
attendance at technical and other specialized sec- 
ondary schools -- 35 times, and in the higher 
schools -- 17 times. It is a fact that the Soviet Un- 
ion has become a country of total literacy. In the 
level of literacy the population of the USSR occupies 
one of the leading places in the world, and in the de- 
velopment of higher education and the extent oftrain- 
ing of skilled specialists, engineers and scientists 
especially, it leads the world. 

The progress of education and the rise in the cul- 
tural level and technical knowledge of the working 
people are highly instrumental in furthering eco- 
nomic progress. With a high level of general liter - 
acy, scientific progress and education of large num- 
bers of skilled specialists, it is possible to under- 
take major tasks connected with technical progress 
in all branches of the national economy, to accel- 
erate the growth of labor productivity. All this, in 
the final analysis, is highly important for raising 
the living standards of the population. 

The need to build the material and technical base 
for communism and to secure the highest living 
standards in the world -- tasks to be accomplished 
in the period of the full-scale construction of com- 
munism -- makes it necessary to further the pro- 
gress of education and to raise the cultural level 
of the working people. Attendance at elementary 
and secondary schools is expected to reach 38 to 
40 million by 1965. The number of college-trained 
specialists will rise by 40%. About 8 million stu- 
dents will be admitted to the higher schools and 
specialized secondary schools during the seven- 
year period. Universal 11-year education is a task 
set for the immediate future, with universal college 
training aS a more remote prospect. This should 
provide the basis for the complete elimination of 
essential distinctions between intellectual and physi- 
cal labor, which is a necessary condition for the 
transition to communism. 

The problem of the education of children acquires 
special significance in the period of the full-scale 
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construction of the communist society. This pre 
lem is directly connected with the task of comm 
nist upbringing of the growing generation, of mo 
ing the communist character. Engels indicated 
with the victory of socialism “the care and educ 
tion of children becomes a public matter.” (4) 

About four million children are accommodates 
kindergartens and nurseries in the USSR today. 
More than three million children are maintainec 
seasonal creches and playground centers. In th 
seven-year period the state is expected to spenc 
more than 103 billion rubles on the maintenance 
education of children in pre-school institutions, 
The most progressive form of education — boar 
schools -- will be greatly advanced. All-day set 
are being opened everywhere. Inasmuch as the 
existing network of children’s institutions is not 
able to provide for the public maintenance of ali 
children, the state grants special allowances to 
large families. Thus, more than 5.5 billion rub 
annually is spent on allowances to mothers of la 
families. 

The scale of public maintenance and upbringiz 
of children will have to be extended as communi 
construction is advanced. At the end of the seve 
year period, pre-school institutions will take ca 
of about 25 to 30% and the boarding schools of a 
proximately 10 to 12% of the children (of corre- 
sponding age groups). The prospect envisioned kb 
the Communist Party is that of making the mair 
tenance and education of all children a public m 
ter. “The sooner we accommodate all children 
nurseries, kindergartens and boarding schools, 
declared the 21st Party Congress in its resolut: 
“the sooner and the better will we solve the pro 
lem of communist education of the growing gene 
tion.” 

Major undertakings will have to be carried ot 
during the period of full-scale construction of a 
communist society in order to improve medical 
services and public health protection. Great he 
way has been made in improving medical servit 
for the population in the Soviet period. Russia. 
no more than 207,000 hospital beds and 23 ,000 « 
tors in 1913; the Soviet Union had more than — ; 
1,600,000 hospital beds and 380,000 doctors in! 
th the vitimbe cot doctors our country leads the 
world. (5) There is a wide network of sanator:! 
and holiday homes, and more than 6 million 
ers, employees and collective farmers go the 
for a rest and cure every year. | 

However, the decision published by the Part 
Central Committee and by the Council of Minis 
of the USSR on January 20, 1960, “On Measure: 
the Further Improvement of Medical Services 
Public Health Protection in the USSR,” points ¢ 
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1otwithstanding all the achievements in public 
. protection, medical services for the popula- 
0 not yet meet the growing requirements of 
pulation, chiefly in the regions where new in- 
al construction is being conducted, in the vir- 
il areas, in the Far North and in the mountain 
is. The dispensary, polyclinical and dental 
-€S are Still inadequate to meet the require- 
| Of the population. 
/network of medical institutions will be fur- 
xpanded during the seven-year period, the out- 
medicines will be raised, and medical science 
lay a still greater role in public health pro- 
n. In 1965 the number of hospital beds is due 
raised to 2,148,600, the number of doctors will 
ise to 500,000 and the number of trained 
Ss and ancillary personnel to 1,500,000. There 
articular need for a greater number of hospi- 
1 the rural localities. State expenditures on 
vements in public health protection will ap- 
nate 360 billion rubles in the seven-year peri- 
1 addition, about 27 billionrubles will be spent 
yital construction of medical institutions and 
/ medical industry. 
‘growth of social funds in the period of com- 
t construction is connected with measures to 
ve the maintenance of incapacitated people. 
than 18 million people are receiving state 
yns in the USSR at present. State expenditures 
2 payment of pensions have grown from 29.7 
1 rubles in 1955 to 70 billion rubles in 1960. 
esolutions of the 21st Party Congress call for 
r improvements in the provision of pensions. 
3 the minimum old-age pensions will be raised 
255-300 to 340-400 rubles; they will go up 
to about 450-500 rubles a month in 1966. Pen- 
for other groups will be raised corresponding- 
ill greater increases will be granted after the 
-year period as the result of the general im- 
ment in the material welfare of the population. 
ver, increasing numbers of incapacitated peo- 
zed people, invalids, etc.) will be fully main- 
out of social funds, which means that their 
ete maintenance will become a public matter. 
social insurance fund will also grow during 
riod of communist construction owing to the 
se in the employed population and also in con- 
n with considerable increases in pensions, 
ts, other payments and subsidies made from 
cial insurance budget. 
ular pensions and sick benefit are paid at 
1t to workers and employees, personnel of 
ative enterprises, servicemen, students of 
onal schools, higher and specialized second- 
hools, and some other categories of the work- 
ople. As the economic potential of the 
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collective farms grows, conditions are being cre- 
ated for extending the social insurance and social 
maintenance system to all collective farmers. Eco- 
nomically advanced collective farms already pay 
pensions to all incapacitated collective farmers, as 
well as sickness and maternity benefits from the 
social funds of the collective farms. Altogether, 
about 2 million collective farmers were receiving 
pensions regularly from collective farm funds in 
1959. With the growth of the social funds of the col- 
lective farms, pensions, sick benefits and other 
benefits will undoubtedly be paid by all collective 
farms. 

A most important task in the period of the full- 
scale construction of communism, one which re- 
quires considerable public investments, is the pro- 
vision of comfortable housing for the working peo- 
ple. This problem is being solved by accelerating 
the construction of houses and improving the exist- 
ing housing stock. Housing construction has at- 
tained exceptionally great proportions in our coun- 
try. More than 80 million square meters of floor 
space (or more than 2,200,000 apartments with all 
modern conveniences) were made available in1959 
in the cities and workers’ settlements, and about 
850,000 homes have been built in rural localities. 
(6) About 15 million apartments will have been 
built during the seven-year period in the cities and 
workers’ settlements, and about 7 million homes in 
the rural localities. During the seven-year period 
housing facilities in the cities and workers’ settle- 
ments will be increased by 60%. The state has 
allocated 375 to 380 billion rubles for housing and 
municipal construction. 

Prcvision of comfortable housing for all the 
worki\g people is a problem that will take more 
than tl e current seven-year period to solve. In the 
first p ace, in the immediate future the working 
people vill be provided with 9 square meters of 
housing space per person, as required by existing 
hygienic .tandards. It is planned to raise this 
standard to 15 square meters in the future and to 
provide a comfortable apartment for every family. 
Estimates show that in order to solve the first prob- 
lem alone it will be necessary to increase the ur- 
ban housing stock by about 100 to 150% as com- 
pared with 1958. With the present high rates of 
housing construction this will require about 10 to 
12 years and approximately 590 billion rubles of 
capital investments. Housing construction financed 
by the collective farms and by the population itself 
with state aid is scheduled to be extended con- 
siderably in the rural localities. 

Requirements for social funds in the future will 
have to be defined on the basis of scientific stand- 
ards for all social, cultural and everyday services. 
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Specialists are now defining standards of nutrition, 
consumption of manufactured goods and housing re- 
quirements, but there are as yet no scientifically 
substantiated standards for requirement of cultural 
and everyday services (for example, standards for 
requirements of cultural and medical services 
suitable for long-range planning). Standards for so- 
cial and everyday services should be defined by 
taking account not only of existing requirements but 
also their growth, and the need to fully satisfy these 
requirements in the near future. 

The growth of the social consumption funds in the 
period of communist construction is connected not 
only with the growing number of people receiving 
services out of the social funds. Increasingly fuller 
satisfaction of the social and cultural requirements 
of the working people also presupposes the provision 
of an increasing number of subsidized or free ser- 
vices. Tuition fees in secondary schools and col- 
leges, charges for admission to parks of culture 
and rest, stadiums, athletic centers, etc., have been 
abolished in the USSR in the last few years; in- 
creased assistance is being given to working stu- 
dents; greater subsidies are being given to lower 
paid workers and workers with large families to pay 
for maintenance in kindergartens, nurseries and 
boarding schools; large families, as well as fami- 
lies of lower paid workers receive food from milk 
kitchens for their children free of charge, etc. 

In the future, as the social funds continue to grow, 
the range of social and cultural requirements met 
out of these funds may be extended, for example, by 
abolishing charges for city transport, postal, tele- 
graph and telephone services, bath-house laun- 
dries, barber shops and other general services, 
and later — probably for comfortable housing. 

Naturally, all this cannot be accomplished at 
once, but will be introduced gradually, with the 
growth of the social funds. And the growth of the 
social funds will depend on our success in develop- 
ing social production on the basis of increases in 
the national income and social wealth. Therefore, 
the social funds allocated for satisfying the social, 
cultural and everyday requirements of the popula- 
tion will have to be determined at each concrete 
stage of communist construction by considering not 
only the existing requirements or the need for their 
expansion, but also the material possibilities at the 
disposal of society at the given moment. 

The growth of requirements satisfied out of the 
social funds makes it necessary to find additional 
sources for this purpose, in particular by utilizing 
some of the resources of collective farms and of 
other cooperative organizations for the needs of 
the social services and by more economical expen- 
ditures of the social funds. Thus far, the share of 
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collective farm resources in the provision of so 
cial services for the population is insignificant. 
The further growth of collective farm incomes 
should make it possible to bring about a substan 
increase in the contribution of the collective far 
to the improvements of social services for the ¢ 
lective farmers. In the current seven-year per: 
about 50% of the total volume of construction in 
field of cultural and everyday services in the vi 
lages of the Russian Federation (amounting to 2. 
billion rubles in all) will be conducted by the co. 
tive farms out of their own forces and funds, T. 
rational use of social funds presupposes the dey 
opment of more progressive and economical for 
of social services and strict control over the ex 
penditure of these funds. Thus, by providing gr 
er opportunities for studies in the evening schoc 
and through ‘correspondence courses it is possi 
to reduce expenditures on education (the educati 
of one person in the evening secondary schools 
costs 50% less than the education of a pupil in th 
day schools, and the cost of educating a student. 
the day colleges is three times greater than int 
evening colleges and seven times greater than 
through correspondence courses). The use ofe 
nomically rational designs for buildings for cul. 
tural, everyday and medical services makes it 
possible to reduce expenditures on capital const 
tion, etc. On the other hand, the provision of ve 
ous services on a voluntary basis should becom 
more widespread. - 
The great scale of communist construction in 
USSR determines the steady and rapid growth o: 
both the total payroll in production and of the s¢ 
consumption funds, and on this basis -- the ip- 
creasing satisfaction of the growing requir ofl 
of the population. With the growth of social re- 
quirements in the period of gradual transition t 
communism, the socialist state will be distribu 
increasing portions of the consumption funds thi 
the social funds. Inasmuch as a constantly grov 
portion of the material and cultural requiremes 
of the members of society will be satisfied out 
the social funds, a relatively smaller share of 
goods will be distributed according to work, in 
form of individual incomes. This means th 
sphere of operation of the communist princ 
distribution will be gradually broadened an 
role of the social funds in the economic and 
tural life of society will be raised. Conseq 
the social consumption funds are called upo 
play an important role in preparing the con 
for the transition from socialism to commu- _ 
nism, 
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blems of Equalizing the Levels of Economic Develop- 


- 


it of the Countries Forming the World Socialist System 


trary to the law of uneven development of the 
list countries operating in the world capitalist 
m, the countries constituting the world so- 
t system are subject to the law of the gradual 
ization of their economic development. This 
ive economic law is exerting an increasing 
nce on the development of the world socialist 
m, and its effects create the practical pros- 
fa more or less simultaneous transition of 
countries from socialism to communism. 
S law is a result of the public ownership of 
eans of production and the planned develop- 
of these economies. It operates together with 
economic laws of socialism. For instance, 
incipal economic law of socialism now in 
tion in every socialist country requires a con- 
S expansion and improvement of production 
g on close cooperation and mutual aid between 
ist countries with a view to the maximum sat- 
ion of the constantly growing needs of the pop- 
n in these countries. The efficient functioning 
; law can be secured only if the development 
productive forces and the relations of produc- 
1 all socialist countries are brought closer toa 
on level by advancing the formerly backward 
‘ies to the level of the leading ones. Under 
ism the functioning of economic laws is based 
lanned development of the socialist economy. 
squirements of these laws are met by their 
ious utilization by people who are planning the 
3s of social production. Equalization of the 
»f economic development under socialism also 
S a consistent implementation of the law of 
d and proportionate development; hence these 
ws are closely interrelated. 

OR 
-essful people’s democratic revolutions after 
cond world war in a number of European and 
countries laid the foundations for a socialist 
srmation of their economies. With every 
g year socialist forms of economy gained 
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ground in various branches. This was achieved 
both through the socialist nationalization of indus- 
try, production cooperation of the peasantry, so- 
cialist changes in the handicrafts, trade, and other 
economic fields, as well as by means of large-scale 
capital construction and the building of huge mod- 
ern industrial enterprises in various branches. 

The social and economic foundations of society 
in the People’s Democracies have undergone radi- 
cal changes. Socialization of the means of produc- 
tion in all branches of the national economy has been 
carried through in some of these countries or is 
about to be completed in others. All forms of ex- 
ploitation of man by manhave either been or are about 
to be abolished. This means that, following in the 
footsteps of the Soviet Union which built a socialist 
society as far back as the thirties, the People’s 
Democracies — where the working class assumed 
political power a mere 10 or 15 years ago -—- are 
gradually entering the historic period of complete 
transition to the socialist mode of production. To- 
day the People’s Democracies are successfully lay- 
ing the foundations of socialism and some of them 
have even entered the stage of building a de- 
veloped socialist society. The world socialist sys- 
tem has scored decisive victories in all fields of 
social and economic development. 

A consequence of this victory has been an equal- 
ization in the level of development in the sphere of 
production relations on the basis of the radical 
changes in social and economic structure achieved 
in the People’s Democracies by the workers and 
peasants, who availed themselves of the collective 
experience of other socialist countries. 

The law of uneven economic and political develop- 
ment is one of the most characteristic features of 
the capitalist world’s development. Itresults from its 
for m of production relations which are essentially based 
on domination and subordination; the violent domination 
and plunder ofa large number of colonial and dependent 
countries by a handful of “advanced” imperialist states. 
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One of the effects of the uneven development of 
capitalist countries is the sharp difference in their 
relations of production. The leading imperialist 
powers are naturally trying to preserve in the 
colonial and dependent countries the survivals of 
feudal and even slave relations, various forms of 
usury capital, and so on. This uneven level of de- 
velopment of capitalist production relations often 
helps imperialist monopolies to reap fabulous profits 
in the underdeveloped countries and keep them in 
political and economic subjugation. 

By contrast, the socialist countries are doing 
everything in their power to assist one another in 
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resolving the main problems arising during the 
transition period from capitalism to socialism, 
building socialism and communism, a process 
which is accompanied by an equalization of their 
respective levels of economic development. 

In order to equalize the level of development « 
production relations in the socialist countries it 
of paramount importance to create and strength 
the socialist sector of industry, the leading brar 
in the national economy. The establishment of ¢ 
cialist relations of production in industry is sho 


in the table given below. 
RR 


Share of the Socialist Sector in Gross Industrial Output 


(in %) 


USSR 

People’s Republic of China 
Poland 

Czechoslovakia 

German Democratic Republic 


Hungary 

Rumania 

Bulgaria 

Albania 

People’s Democratic Republic 
of Korea 

Democratic Republic of Viet- 
nam 

Mongolian People’s Republic 


a) 1949 
b) 1958 


1950 1955 


c) Exclusive of handicrafts 


The above figures show that as early as 1950 the 
share of the socialist sector in the industry of the 
European People’s Democracies ranged from 71.4 
to 97.4%; the corresponding figures in 1949 for 
Mongolia, Korea and China were 100, 90.7 and 
34.7% respectively. It should be pointed out that the 
share of the socialist sector in the key industries 
was even higher. In People’s China and Vietnam it 
took more time to socialize industry than in the oth- 
er People’s Democracies because a large share of 
the former’s industries was made up of small capi- 
talist enterprises. The extensive development of 
state capitalism in these countries enabled them to 
socialize private undertakings within a relatively 
short period of time. This transformation was 


completed in People’s China in 1958; in 1959 th 
cialist sector accounted for 80.5% of Democrat 
Vietnam’s industry. aj 

Production cooperation of the peasant masse 
played a tremendous role in establishing the s0 
ist economic system. In 1959 the socialist s 
in the USSR accounted for 99.9% of the total 
land. In some of the People’s Democracies 
process of socializing agriculture has been 
pleted, and in others it is making excellent pr 
AS a result, the peasantry’s way of living is ra 
cally changing. : 

In most of the People’s Democracies major § 
cesses in the development of production coope! 
tives among the peasantry were scored betwe 
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ple’s Republic of China 
and 

choslovakia 

man Democratic Repub- 
ie 

gary 

nania 

varia 

ania 

ple’s Democratic Repub- 
c of Korea 

igolian People’s Repub- 
c 

nocratic Republic of 
ietnam 


a) Number of peasant households 

b) 1955 

c) June 1960 

d) Arable land 

e) Farm production cooperatives only 
f) 1953 

g) Number of husbandries 

h) October 1960 


ind 1960. In a number of countries conversion 
perative farming has been completed. 

S, in spite of difference in the growth of co- 
tives in the socialist countries — differences 
aing from varying historical, political and eco- 
factors — there is a general trend toward a 
rapid levelling in the social and economic de- 
nent of agriculture. Rapid conversion to farm 
tion cooperatives is secured by the correct 
al leadership of the Communist and Workers’ 
1s, the active assistance extended in this field 
working class to the peasantry, systematic 
1id to the cooperatives, and the great advan- 
offered by large-scale, collective economic 
ions for expanding farm output and raising 
ing standards of the peasantry. 

we know, revisionists are attempting to prove 
operative production in farming can be 

ed only after industry is so highly developed 
can provide agriculture with all the equip- 
1eeded for complete mechanization of all pro- 
n processes. In actual fact, however, indus- 
evelopment and cooperation in agriculture 
rallel and interrelated processes. Hence, 
efore industrialization is completed there are 
ilities for utilizing cooperation in agriculture 


by means of the joint use of the peasants’ farm im- 
plements, by promoting cooperation on a mass scale. 
The experience of socialist construction in the So- 
viet Union and the People’s Democracies has de- 
monstrated that socialist cooperative production is 
Superior to petty-commodity production even when 
cooperation is organized with the few implements 
available at its initial stage. This form of coopera- 
tion makes for substantially higher labor produc- 
tivity. Then, as industrialization proceeds, ma- 
chinery is supplied to the farms in increasing 
amounts and this consolidates the material andtech- 
nical basis of modern, large-scale socialist agri- 
cultural production. 

With socialism developing as a world system, the 
peasantry of the People’s Democracies are cre- 
atively utilizing the experience acquired by Soviet 
collective farmers. Mechanization of farming in 
these countries is being accelerated by the delivery 
of machines from the more industrially advanced 
socialist countries. This enables the People’s De- 
mocracies to establish large-scale peasants’ co- 
operatives before completing the process of social- 
ist industrialization. A further rapid advance in the 
socialist countries’ industrialization, which is sup- 
plying all the necessary machinery for agriculture, 
is helping to accelerate the development of large- 
scale agricultural cooperatives. 

In studying the problem of equalizing the level of 
development of production relations in the socialist 
countries, attention should be focused on such a 
generalized indicator of the extent of socialization 
of various economic branches as the share of the 
socialist sector in the formation of the national in- 
come. In 1959 in the USSR this amounted to 99.99%; 
in the People’s Republic of China — 99% (in 1958); 
in Poland — 71.5%; in Czechoslovakia -- 93%; in the 
GDR — 76.3% in Hungary — 82%; in Rumania — 
83.5%; in Bulgaria — 97.2%; in the Democratic Peo- 
ple’s Republic of Korea — 99.9%. These figures 
indicate that socialist forms of economy are now 
predominant in the economy of the socialist coun- 
tries. 

The process of further development and improve- 
ment of socialist production relations proceeds in 
proportion to the consolidation of the socialist 
structure in the world socialist system. Hence, the 
triumph of the socialist structure in different coun- 
tries does not imply completion of the process of 
equalizing the level of production relations. This 
process is still continuing, but at a more intensive 
rate. Even during the transition from capitalism to 
socialism the People’s Democracies can take full 
advantage of the Soviet Union’s experience in im- 
proving socialist production relations during the 
period of extensive communist construction. The 
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experience of the Soviet Union is an important 
component of the collective experience of the social- 
ist camp in building socialism and communism. 

This collective experience helps the Communist and 
Workers’ Parties in the socialist countries to detect 
in time the pressing requirements of social develop- 
ment, to take steps to stimulate new and progressive 
trends and improve socialist production relations. 

The socialist countries are improving their meth- 
ods of managing the national economy; they are 
achieving higher scientific standards in planning; 
the number of people taking part in the socialist 
emulation movement is growing and its forms are 
being perfected; economic incentives for expanding 
output are being used on a larger scale; methods of 
distribution are being improved, and so on. In agri- 
culture the improvement of production relations in 
the socialist sector is reflected in a higher rate of 
socialization of the means of production during the 
transition from the lower to the higher types of 
production cooperatives, in the strengthening of the 
latter, and in the more consistent application of the 
principle of remuneration according to work per - 
formed. An important role is being played by the 
process of drawing the two existing forms of so- 
cialist property closer together. 

The law of the equalization of the levels of eco- 
nomic development of the socialist countries also 
reflects the rapid growth of the productive forces 
in the formerly economically backward countries 
and their attainment of the level prevailing in the 
advanced countries. The world socialist system is 
overcoming the consequences of the international 
capitalist division of labor based on a division be- 
tween advanced capitalist states and underdeveloped 
countries which supply the former with food and raw 
materials. 

The equalization in the development of production 
relations in the socialist countries is closely re- 
lated to the process of equalization in the develop- 
ment of their productive forces. This raises the 
question of correctly interpreting the law of con- 
formity between production relations and the level 
of development of the productive forces, and of the 
premises for the victory of the socialist revolution. 

The course followed by the formerly economically 
backward countries along the road of socialist de- 
velopment shows that the socialist form of economy 
becomes dominant in these countries and that the 
material and technical foundations of socialism are 
laid with the assistance of the advanced socialist 
states. The technical re-equipment of an economy, 
however, is a rather prolonged process. The ex- 
perience acquired in socialist construction by such 
formerly backward countries as People’s China, 
Democratic Korea, Democratic Vietnam and 
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Albania convincingly demonstrates that an esser 
tial feature of their development has been the vi 
tory of socialist production relations before the 
productive forces had achieved a relatively high 
level of development. But the establishment of | 
cialist production relations does not suffice to b 
about the victory of the socialist mode of produc 
-- it is also necessary to create the material an 
technical base for socialism. At the Same time 
establishment of socialist production relations } 
vides the most favorable conditions for the rapi 
development of the productive forces. 

The following factors play an important role i 
accelerating the development of a material and 
technical base for socialism in the formerly ecc 
nomically backward socialist countries: frateri 
aid by the highly industrialized socialist countri 
comprehensive economic cooperation of all the 
cialist countries, continuous improvement of ths 
system of international division of labor throug} 
coordination of the national economic plans, vol 
tary specialization and cooperation of productio 
within the framework of the world socialist com 
munity on the basis of mutual advantage and inc 
ing scientific and technical standards. The stat 
ment of the Meeting of Representatives of the C 
munist and Workers’ Parties points out: “The: 
perience of the development of the socialist cou 
tries is added evidence that mutual assistance ¢ 
support, and utilization of all the advantages of 
unity and solidarity among the countries of the ; 
cialist camp, are a primary international condil 
for their achievements and successes.” Only ¢ 
fraternal cooperation and mutual international ¢ 
sistance within the world socialist system will 
make it possible steadily to overcome the diffe? 
ences in the level of economic development of t 
countries, differences which are historically de 
mined. In order to accelerate the growth and € 
solidation of the common economic base of the 
world socialist system it is highly important to 
make the fullest possible use of the domestic 
sources of each country. Within this system th 
formerly economically weak countries have the 
portunity -- with the aid of the industrially ad- 
vanced countries and the collective experience 
the socialist camp -- to marshall all their inte: 
resources for eliminating the economic backw: 
ness which they have inherited from the capita 
system. By successfully carrying out the poli 
industrialization the People’s Democracies hav 
developed a modern industry; the formerly bac 
ward, agrarian countries have been or are bei 
transformed into industrial-agrarian states. _ 

The situation is different in the world capita 
System. Although a few branches of industry 
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eveloped in some colonies or dependent coun- 
on the whole the gap between the advanced 
alist States and the underdeveloped countries 
depend on the latter is widening, the difference 
n the levels of their respective productive 

is increasing. When Indonesia won its inde- 
ice its per capita national income (according 
cial statistics of the United Nations) amounted 
lollars; in the Netherlands at the time it was 
es greater. Per capita income in Burma and 
vas 36 and 57 dollars respectively; in Britain 
more than 10 times higher. When the Congo 
imed its independence the per capita income 
Zium was 13 times higher than in the Congo. 
newly emerging national states can take the 
f industrialization only by winning complete 
al independence and carrying on a continuous 
le to achieve economic independence to abolish 
equal international relations in the capitalist 
which are maintained by the imperialist 
. This process has the parallel effect of weak- 
the world capitalist system, especially the 
mn of the leading imperialist powers. 

us turn to the indices characterizing the equal- 
1 of the level of development of productive 

in the socialist countries. 
1 rates of growth are a normal feature of so- 
mn. They are characteristic of the world so- 
system as a whole. However the countries 
initially had a very low level of economic de- 
1ent are advancing their socialist industry at 
sr rate than other socialist countries. This 
1 the immediate cause and the indicator of the 
zation of the economic development of the so- 
countries. In China the volume of industrial 
was 9.5 times larger in 1959 than in 1950; 
the same period of time it went up 3.5 times 
varia, 5.4 times in Albania, 2.9 times in Ru- 
2.5 times in Czechoslovakia, and 2.7 times 
rman Democratic Republic. 
law of the equalization of the level of eco- 
development of the socialist countries implies 
unciation of an excessively narrow special- 
in the national economy and the development 
ptimum complex of branches suitable for a 
ountry, with due regard to the requirements 
fraternal nations. One of the indicators of 
alization is the change in the structure of 
ional economy. The classification of coun- 
to industrial and agrarian ones is gradually 
aring in the world socialist system. The 
f industry in the national economy is rising 
cticularly rapid rate in the formerly back- 
rarian countries. 
e the war, in all the countries which now 
.e socialist camp (with the exception of the 
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USSR, Czechoslovakia, and the GDR) the share of 
industrial output in the total volume of output of 
industry and agriculture did not exceed 50%. Since 
the people assumed political power the economic 
pattern of the formerly backward countries has un- 
dergone radical changes; the share of industrialout- 
put in the aggregate industrial and agricultural out- 
put in 1958-1959 amounted to 67.6% in People’s 
China, 71% in Hungary, 66.6% in Rumania, 70.6% in 
Bulgaria, and so on. 

In order to determine the level of industrial de- 
velopment of various countries it is important to 
ascertain the share of the branches manufacturing 
means of production in the gross industrial output. 
The economic policy of the socialist countries is 
guided by the law of preferential growth of the sec- 
tor turning out means of production and hence this 
sector is being developed at a more rapid pace. As 
a result, the share of group “A” in gross industrial 
output has rapidly increased and in 1958-1959 it 
amounted to 71.8% in the USSR, 58.9% in China, 
52.5% in Poland, 58.9% in Rumania, 45.5% in Bul- 
garia, 42.6% in Albania, and 51.9% in the Mongolian 
People’s Republic. 

The material and technical base of agriculture 
has undergone considerable changes in the socialist 
countries. Over an historically short period of 
time, vast and highly mechanized socialist agricul- 
tural enterprises have been developed. In many 
socialist countries tractors are now the principal 
traction unit in agriculture. In Bulgaria the tractor 
stock (in terms of 15 hp. units) increased from 
8,700 to 34,400 between 1950 and 1959, in Rumania 
from 16,700 to 51,700, in Albania (in the state sec- 
tor) from 400 to 3,800, in China from 1,300 to 
59,000, in the Korean People’s Democratic Repub- 
lic from 760 to 8,100. In1950 Poland, Rumaniaand 
Bulgaria had respectively 84, 74, and 13 grain har- 
vester combines; the corresponding figures for 
1959 are 3,700, 10,801, and 5,624. In 1959 89% of 
the ploughing in Rumania and 88.5% in Bulgaria was 
mechanized, which shows that the countries which 
formerly did not use any machines in farming now 
have almost as highly mechanized an agriculture 
as the leading countries in this field. 

The economic advance in the socialist countries 
is to a large extent determined by the rise in labor 
productivity. Under socialism labor productivity 
is continuously increasing, and the increase is par- 
ticularly rapid in the formerly backward countries. 
The levelling of labor productivity which is now 
observed in the socialist countries is mainly due 
to the fact that during the process of industrializa- 
tion the less developed countries are supplied by the 
more advanced ones with the latest machinery, re- 
ceive help in training skilled labor, etc. 
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Because of this, between 1952 and 1959 labor pro- 
ductivity in industry increased in China by 90.4%, in 
Bulgaria (1949-1958) by 101%, in Albania (1951- 
1958) by 72.3%, in Democratic Korea (1953-1959) by 
159%. 

It should be borne in mind that the Same process 
is occurring in agriculture too. In the more back- 
ward agrarian countries the rise in labor produc- 
tivity is to a large extent due to the machinery re- 
ceived from the industrially more advanced so- 
cialist countries. 

A high rate of industrial growth enabled the for- 
merly economically weak countries to produce a 
much larger volume of major types of industrial 
goods. For instance, before the war all the coun- 
tries now forming the socialist camp (excluding the 
USSR, the GDR and Czechoslovakia) annually pro- 
duced only 3.5 million tons of pig iron, 3.6 million 
tons of steel, 18 billion kwh. of electric power, and 
7.6 million tons of oil; the corresponding figures 
for 1959 were: 27.8 and 23.4 million tons, 94 bil- 
lion kwh. and 17 million tons. 

The data on the aggregate volume of output is an 
important economic indicator, but in comparing the 
level of development of the productive forces in dif- 
ferent countries the per capita output is far more 
significant. The most generalized indices of the 
equalization of the level of productive forces in dif- 
ferent countries are the respective aggregate social 
products or national incomes compared on a per 
capita basis. Today, because of important differ- 
ences in statistical methodology in the different 
countries it is quite difficult to obtain comparable 
data. For this reason economists usually use data 
showing the per capita output of principal industrial 
and agricultural products. 

A study of the growth in per capita output of elec- 
tric power in the socialist countries will show that 
it has increased 425% in China between 1949 and 
1958, 189% in Rumania between 1950 and 1959, 352% 
in Bulgaria, and 519% in Albania. In the more in- 
dustrially advanced socialist countries the increase 
ranged between 100 and 150%. Thus the gap in the 
per capita output of electric power between so- 
cialist countries with different level of economic de- 
velopment is steadily narrowing. This is also the 
case in the per capita output of coal, steel, cement, 
sugar, footwear, textiles and other products, But 
one should not lose sight of the fact that the per 
capita output of certain products is strongly influ- 
enced by the available natural resources and the 
production specialization in different countries 
based on the socialist international division of la- 
bor. Because of this, certain differences in eco- 
nomic structure and in per capita output of some 
products in the different countries will not be fully 


-bania’s by 151%. In the highly industrialized : 
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eliminated in the future. But the wide gap in tk 
economic levels of different countries stemmir 
from the historical conditions in which they de 
veloped within the world capitalist system, wil 
eliminated. 

Data on the total output per capita is a bette 
dex for comparing different countries. At pres 
the computation of this index is hindered by dif 
ferences in systems of price formation in the c 
ferent countries, in the purchasing power of th: 
tional currencies, and by other factors. Howey 
the estimates that have been made up to now St 
relatively intensive process of levelling in the 
nomic development of different countries. For 
example, in 1950 Poland’s per capita industria 
put was 77% of the Soviet Union’s and it went u 
85% by 1958; the corresponding figures for Ru 
are 46 and 50%, and for Bulgaria 35 and 40%. 

On the basis of the steady growth of aggrega 
social production in the socialist countries, the 
living standards of the working people are cont 
ously rising. As the socialist system grows a1 
gains in strength the sphere of operation of the 
sic economic law of socialism expands. Highe 
living standards in the socialist countries are 
flected in the growth of per capita consumption 
basic consumer goods, in the advancement of ¢ 
ence and culture, in the improvement of health 
social services, etc. 

The victory of the socialist revolution produ 
radical changes in the social and economic pos 
of the working people. Unemployment has bee’ 
done away with for all time, and the same may 
said about agrarian overpopulation and the exc 
sive intensification of the labor process which’ 
hausts the workers. The real wages of worke! 
and employees are rising, and so are the real. 
comes of the working peasantry. The materia 
well-being of the working people in the former 
more backward countries has improved to a p: 
ticularly large extent. 

As we know, the most generalized indicator 
rising living standards under socialism is the 
growth of the national income. It has already 
mentioned above that some difficulties arise \ 
the volume of the national income of different 
tries is to be compared. However the availak 
data disclose a trend of more rapid growth of 
national income in the formerly backward cou 
which are now going through the process of in 
trialization. Between 1949 and 1959 the nati 
come in China went up by 323% and in Demoer 
Korea by 242%. Bulgaria’s national income il 
creased between 1950 and 1959 by 165% and A 


cialist countries — the USSR, the GDR, and 
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oSlovakia — the increment in national income 
2n 1950 and 1959 was 145, 132, and 89% re- 
vely. 

current process of equalizing living standards 
Socialist countries can be gauged by the rise 
1i1 sales of food and manufactured products, 
change in the structure of trade turnover, a 

> which shows an increase in the share of 
actured goods in total sales, including a rise 
able goods. The share of high-grade food 

*ts in the total consumption of food has also 
Sed. Although per capita food and manufac- 
goods consumption differs widely in the social- 
intries, the available data indicate that the 

1 consumption is being accompanied by a nar- 
y of the gap in per capita consumption between 
ferent countries. With time this gap will be 

r reduced by raising the living standards of 
intries to the level of the more advancedones. 
irse, owing to different national traditions, 

fe, etc., some distinctions will remain. The 
pment of public health services is another 
tion of the levelling of living standards. The 
9f physicians to the population is growing, the 
r of medical establishments is increasing, 


victory of socialist production relations and 
pid rates of growth of the productive forces in 
cialist countries are bringing cultural stand- 

n these countries to the same level. 

mendous changes are occurring everywhere 

cultural sphere. All children of school age 

ceiving an elementary education and illiter- 
ss been eliminated. The number of young peo- 
ending secondary and higher educational es- 
uments has greatly increased, and large 

rs of specialists are being trained in all 

1es of learning. The cultural revolution has 

it into being a new intelligentsia which sprang 

he people; new mass occupations have ap- 

l, requiring skills close to those of engineers 
hnicians. This is a vital condition for pro- 
a further advance in production. The work- 
ple’s higher cultural and technical standards 


help to accelerate the rate of growth of the na- 
tional economy. 

An important feature of the law of the gradual 
equalization of the economic development of the 
socialist countries is that its operation strengthens 
the common bonds linking the nations belonging to 
the socialist camp. The equalization of the level of 
economic development on the basis of cooperation 
and mutual assistance is another manifestation of 
socialist internationalism in the economic sphere. 

The partial imbalances and difficulties arising 
in some cases within the socialist camp are re- 
solved by means of friendly adjustments, consulta- 
tions and mutual assistance. Such undesirable phe- 
nomena as imbalances may be the result of the in- 
adequate estimation of all economic relations, mis- 
calculations in planning, and so on. However they 
are of a temporary nature and are quickly over- 
come. 

Elimination of the historical differences in the 
level of economic development of the socialist 
countries is an essential factor in strengthening the 
moral and political unity of all the peoples of the 
socialist camp. The statement of the Meeting of 
Representatives of the Communist and Workers’ 
Parties points out: “One of the greatest achieve- 
ments of the world socialist system is the practical 
confirmation of the Marxist-Leninist thesis that na- 


- tional antagonisms diminish with the decline of 


class antagonisms. In contrast to the laws of the 
capitalist system, which is characterized by antago- 
nistic contradictions between classes, nations and 
states, leading to armed conflicts, there are no 
objective causes in the nature of the socialist sys- 
tem for conflicts between the peoples and states 
belonging to it. Its development leads to greater 
unity among the states and nations and to the con- 
solidation of all forms of cooperation among them.” 

The unbreakable unity and fraternal cooperation 
of the peoples of the socialist camp area guarantee 
of their rapid economic progress and of the suc- 
cessful creation of a material base for a more or 
less simultaneous transition of all the socialist 
nations to communism. 


COMMENTARIES ON WESTERN ECONOMIC THOUGHT 


L. AL’TER: 
The “Multiplier” and “Acceleration 


Bourgeois Political Economy 


Problems of economic reproduction have steadily 
been gaining prominence in modern bourgeois politi- 
cal economy. It goes without saying that they are 
given a peculiar bourgeois-apologetic treatment. 
The turn of bourgeois political economy to this sub- 
ject-matter has been prompted by the aggravation 
of capitalism’s contradictions in the period of its 
general crisis and the search for ways and means 
of eliminating or mitigating these contradictions. 
Bourgeois economists are-hoping to find, at last, ef- 
fective methods of ending economic disproportions 
and crises under capitalism. 

Bourgeois economists’ attention to these prob- 
lems is also stimulated by the development of state- 
monopoly capitalism and the latter’s need for cer- 
tain measures of economic regulation, especially 
as a result of the militarization of the economy, 
which requires the mobilization of a considerable 
portion of material resources and labor power for 
the national economy. Economic forecast for more 
or less extended periods, econometric models, “in 
put-output analysis,” and so on, are used by govern- 
ment agencies and the largest monopolies to influ- 
ence various economic processes for the purpose 
of strengthening the domination of the monopolies. 
The theoretical point of departure for these fore- 
casts, models, balances and recipes for “economic 
regulation” is, as a rule, Keynesianism, the main 
trend in bourgeois political economy during the pe- 
riod of capitalism’s general crisis. The concepts 
and categories of Keynesian theory underlie most 
of these investigations. 

One of the central positions in this system of 
concepts and categories, as well as in the whole 
modern bourgeois theory of reproduction, is held 
by the “multiplier” and the “acceleration principle.” 
These are combined in the so-called “multiplier” 
process and, in a still broader sense, in the latest 
“theory of economic growth.” As noted by a leader 
of modern Keynesianism, the “multiplier (and the 
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marginal propensity to consume) was than a vit 
cog in the Keynesian machine. It also became: 
central factor in public policy.” (1) 

The “multiplier” theory originated during the 
world economic crisis of 1929-1933 against the 
background of the search for ways and means 0 
eliminating or mitigating the crisis and especie 
removing the aftermath of mass unemployment. 
The direct purpose of the theory was to justify 
need for increasing state expenditures to attain 
these ends. The concept of the “multiplier” wa 
first enunciated by R. F. Kahn in 1931 precisel 
justify the organization of public works to com 
the crisis and unemployment. R. F. Kahn saw 
operation of the “employment multiplier” in the 
sense that state expenditures on public works 1 
not only to “primary employment” on these pre 
jects but also to resulting secondary employme 
tertiary employment, etc. Thus the purchasing 
power and employment caused by the primary [ 
penditures were “multiplied.” (2) 

In his book The General Theory of Employ: 
Interest and sions 377i Reyes rae ae 
with the “employment multiplier,” a new conceé 
“the income multiplier” or “the investment mu 
plier” — which expresses the relationship betv 
an increment of income to an increment of invé 
ment. According to Keynes, “the investment n 
plier ... tells us that, when there is an increm 
of aggregate investment, income will increase 
an amount which is k times the increment of : 
vestment.” (3) Thus, changes in the magnit 
income are regarded as a function of investm 
and an increment of income is calculated as th 
product of an increment of investment and the 
tiplier” coefficient. Another expression of thi 
dependence involves the idea that the “multi oli 
shows how many units of consumption are pro 
by a unit of new investment. 

According to the general scheme of the thet 
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consideration, the “multiplier” depends on the 
tude of the so-called “propensity to consume” 
sre Y is the national income and C is that por- 
of it spent on private consumption). The ratio 
ncrement of income to the magnitude of new 
ment (or the “multiplier”) is regarded by the 
Sians as a direct function of the “propensity 
Sume,” although this is usually formulated as 
pendence of the “multiplier” on the “marginal 
isity to consume” (the ratio of an increase of 
nption to that of income = ). According to 

S, the greater the marginal propensity to con- 
the greater the multiplier, since the greater 
ye the increment of income (and employment) 
ition to the increment of investment. 

s, the “multiplier” theory is an attempt to su- 
ntiate the existence of a direct and propor- 
relationship between the accumulation of cap- 
d consumption allegedly existing in bourgeois 
y. According to this theory the magnitude of 
ulation of capital (investment) is conditioned 
“propensity to consume,” which, in turn, 

3 a multiple increase in consumption. 
dependence of the “multiplier” on the “pro- 

y to consume” is defined by the Keynesians in 
lowing way. “An act of investment, private 
lic, is undertaken and the problem is: how 
Joes income rise?” writes Seymour Harris. 

1 depend upon what proportion of the resultant 
e will be spent on consumption goods. The 

so spent, the greater the effect; for each dol- 
spent will raise income correspondingly.” 

lis dependence is expressed in the same gen- 
ay by Alvin Hansen, another leader of Ameri- 
ynesianism: “Thus, the secondary (or multi- 
) effects of any increase in investment will 
ith the marginal propensity to consume.” (5) 
rdingly, the formula for the “multiplier” 

lly accepted in Keynesian literature is as 

3 (AI denotes the increment of investment): 


AY ety AY apical 
k= Rees = RY AC es Teac" 
AY 


her words, if the marginal propensity to con- 
s equal to 2/3, the increment of income will 
2e times that of investment, i.e., the “multi- 
will be equal to 3; with a marginal propensity 
sume of 3/4, it will be equal to 4: 


1 ° = 1 = . 
k = Gay = 3 5 (k 3/4) 4; etc. 
yr example, the increment of investment in a 
1 period amounts to 4,000 units (in thousands 
lions of dollars) and the marginal propensity 
sume is 3/4 (0.75), the increase in income 


ios 
| 
| 
f 


= 


——_— 


resulting from the increase in investment must 
amount to: 


1  — 4,000 


AY = 4,000 70.95 7.00.55 


= 16,000, 


and consequently, the “multiplier” will be equal to 
4, 

Thus, according to the Keynesian theory, the 
increment of income is equal to the product of the 
increment of investment and the “multiplier”: 


AY = AIk or AY=AI 1 
1-AC 
AY 


RK 


In outlining the basic propositions of the *multi- 
plier principle” it should be borne in mind that 
there are two conceptions of it. One of them, known 
as the “logic concept of the multiplier,” treats of 
the multiple increase of income with respect to in- 
vestment as a kind of “monetary act” realized in 
one step within, say, a year. The other concept, 
referred to as “period analysis,” interprets the 
mechanism of the “multiplier” as a process of 
some duration, encompassing a number of periods. 
In both cases an attempt is made to show that “if in- 
vestment rises to high levels, income and employ- 
ment also increase -- ona multiple scale.” (6) 

[ Retranslated from the Russian - translator.] 

A critical analysis of the “multiplier” theory dis- 
closes that it is a distorted reflection of some proc- 
esses which are actually at work in the capitalist 
economy. The theory registers certain phenomena 
and relationships to be found on the surface of the 
economic life of society, but as any vulgar theory, 
it remains on the surface of phenomena, unable to 
delve into their actual essence. As every vulgar 
theory, moreover, it accepts external manifesta- 
tions for the actual essence of economic processes 
and thereby distorts their nature and tendencies. 

The theoreticians of the “multiplier” noticed that 
there is a relationship, visible on the surface, 
between investment, employment and income and 
that these magnitudes often change simultaneously 
in the same direction. They also noticed that in the 
capitalist economy there are “secondary,” “ter- 
tiary,” etc. effects, and that a change in one sphere 
may set off a series of changes in others. Connec- 
tions and relationships of this kind actually exist; 
they arise because production under capitalism has 
acquired a social character and the process of eco- 
nomic reproduction is the process of reproduction 
of social capital, as Marx showed. 

But having noticed these connections and rela- 
tionships in certain external manifestations, 
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bourgeois theorists have failed to grasp their inter - 
nal nature, their actual operation, and have put a 
distorted, apologetic construction upon them. This 
has led them to essentially erroneous conclusions 
regarding the mechanism of capitalist reproduction 
and the possibilities of regulating it. 

The basic fallacy of the Keynesian theory of the 
“multiplier process” is that in the attempt to estab- 
lish the relationships prevailing in social reproduc- 
tion it ignores the fact that behind these magnitudes 
stand antagonistic class relations in bourgeois so- 
ciety, and that it is not sufficient to represent them 
as algebraic terms if we are to discover the laws 
governing the movement of these magnitudes, but 
what is needed first of all is to determine their so- 
cial, class content. This would introduce fundamen- 
tal changes in the algebraic formulas evolved by the 
KeyneSians as well. 

The superficial and formal concept of national in- 
come as a mechanical sum of consumption and in- 
vestment does actually lead to the conclusion con- 
cerning a multiple increase of consumption in rela- 
tion to the magnitude of investment. Yet the 
“multiplier” formulas cited above are mere tauto- 
logies having nothing to do with real causal rela- 
tionship. The meaning of these equations reduces it- 
self to the idea that income increases with respect 
to investment by as many times as the former is 
greater than the latter, or that an increment of in- 
come equals that of investment multiplied by the 
increment of income divided by the same increment 
of investment. This is one of the most characteris- 
tic examples of an anti-scientific device which sub- 
stitutes mathematical equations for a study of law- 
governed causal relationships instead of deriving 
these mathematical equations from an analysis of 
real causal processes and as an aid to investigating 
them. 

A correct economic and class description of the 
principal elements of the “multiplier” -- national in- 
come, consumption and accumulation -- reveals the 
untenability of the view that capitalist accumulation 
is conditioned by the “propensity to consume” and 
the proposition concerning a multiple increase of 
consumption and employment in relation to the mag- 
nitude of investment. As we know, national income 
is that part of the given year’s social product which 
embodies newly created value. In capitalist society 
the creation and distribution of national income are 
of an antagonistic nature, since the latter is the 
sum of variable capital and surplus value (v + m) 
and has the following structure: 


vV+m = V+mMy+M,+M, 


where v is the value of variable capital, Mm, is the 
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portion of surplus value spent on the capitalist’ 
private consumption, m, is the portion of surp] 
value used for expanding variable capital, and 1 
is the portion of surplus value accumulated int 
means of production. In its material compositi 
v+m,+m, represents consumer goods (total out 
of department II) and m, is the fund of expande 
reproduction of the means of production. 

This actual structure of the national income, 
flecting the class relations of bourgeois societ; 
upsets all the principal elements of the “multi 
theory. 

To begin with, it follows from the above stat 
ment that the ratio referred to by the Keynesia 
the “propensity to consume” ( “'"«'"™ or 1S: 
far from being a factor determining the value t 
tional income under capitalism, is merely a re 
of the creation and distribution of the national : 
come. The real factors determining the magni 
of the national income — the quantity of labor e 
pended in material production and its productiv 
-- by no means depend on the “propensity to co 
sume.” This is all the more true in that the ak 
ratio includes not only the consumption of the 
ing people who create the national income, but 
the consumption of the exploiting classes and t 
menials. Thus, real economic relationships ai 
reflected in the *multiplier” theory in a pervei 
and distorted form. 

The proposition regarding the functional dep 
dence of a growth of national income on the “p: 
pensity to consume” is based on the erroneous 
cept that under capitalism there is no contradi 
between production and consumption, that a dir 
connection exists between capitalist productior 
consumption. Actually, “this connection is onl 
mediate” and “has an effect only in the last an 
ysis, for in capitalist society consumption lag g 
hind production.” As pointed out by V. I. Lenil 
“we cannot conceive of capitalism without the + 
tradiction between production and consumption 
out the gigantic growth of production being con 
bined with an extremely weak growth (or even 
np and deterioration) of national consumpti 

7 i 

The contradiction between production and co 
sumption inherent in capitalism means that the 
“propensity to consume” cannot determine the 
velopment of production. Of course, it may dé 
mine the magnitude of demand for consumer g 
but due to the contradictions of capitalism con 
er purchasing power lags behind the growth of 
duction. 

The theoreticians of the “multiplier” seek t 
represent capitalist reproduction as a proces 
which the development of production is direct 
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ined by the “propensity to consume.” Actu- as a function of an increment of investment, i.e., 
Iwever, Capitalist reproduction is a class- the quantity by which investment in the given year 
1istic process based on the creation and has increased as compared with the previous year’s 
riation of surplus vaule and accompanied by investment. This is the view held by Evsey Domar, 
sravation of all the contradictions of capital- for example, who believes that “an increase in na- 
cluding the antagonistic contradiction be- tional income is not a function of investment but of 
accumulation and national consumption. the increment of investment.” (8) The same mis- 
nd, another premise of the “multiplier” theory | take is apparent here: just as the creation of an 
untenable — that the growth of national in- annual income involves the investments made not 
ind hence of consumption depend directly and in one year but in a number of years, so, too, the 
tionally on investment. Investment is, of increment of income involves not one year’s incre- 
» an important factor in the growth of nation- ment of investment, but the total value of all new 
me. Yet we have here a complex two-sided investments. 
nship which cannot be reduced to the flat A more correct relationship -- one that reflects 
sian formula. The principal feature of this real economic connections to a certain extent -- is 
nship is that national income is the source that between the annual growth of national income 
stment; the magnitude of investment depends and the total amount of the previous year’s invest- 
magnitude of national income, its composi- ment. Of course, this index is also of limited sig- 
le rate of surplus value and the rate of ac- nificance, since the investment of one year is not 
tion. It would be wrong, however, to say that fully realized through the introduction of new capac- 
nent is a source of national income as as- ity in the following year, but a certain portion of 
by the Keynesians. For investment affects the capacity created by investment in previous 
gnitude of national income not directly but years is brought into operation. 
n a quantity of labor of a certain productivity But in this more realistic appraisal of causal 
is brought into play via the investment and ties and quantitative relationships there is no room 
jirectly creates the national income. While for the ratio of an increment of income to the 
ional income is the source of investment, the amount of new investment, as required by the “mul- 
of national income is not investment but la- tiplier.” Moreover, in its dynamics the increment 
of national income as a rule lags behind the amount 
e it is not a direct source of national income, of new investment as a consequence of the growing 
nent nevertheless has a great effect on its organic composition of capital. Only after a num- 
ics, for with the help of investment the amount ber of years the sum total of annual increments of 
r in material production increases and the net output may become a multiple of some “initial” 
tivity of labor rises. Therefore, the connec- unit of annual investment, but not of the total sum 
tween the dynamics of investment and nation- of investments within this period. 
me, although it is indirect, is an important At the same time the rate of surplus value grows 
1ic problem. The Keynesians, however, dis- and the share of the working class in the national 


actual nature of the connection between in- income declines; simultaneously the rate of ac- 

nt and national income and especially be- cumulation of surplus value rises. For these rea- 
apital accumulation and consumption. sons, not only does the growth of national income 

e all it is a distortion of real causal relation- lag behind the rate at which investment increases, 
nd actual connections to regard the magni- but the aggregate personal consumption of capital- 
the national income of the given year as ist society lags behind the growth of national in- 

a function of the previous year’s investment. come and, consequently, to an even greater extent, 
, the creation of the national income de- behind investment. This may be expressed as 

ot only on investment in the corresponding 

t on the sum total of accumulated invest- an (v+m), (v+my 6)4 ' 

ver a number of years, with the help of Ip (v+m) 0 (v+mj,, 4) 0 

definite amount of social labor of a certain ; 
ivity is used in the current year to create In capitalist society there can be no proportional, 
onal income. Therefore, the premise of the still less a multiple, growth of consumption with 
lier” that the amount of aggregate annual in- respect to investment. This is clear from the data 
n be derived from the investment of one shown in the table on the top of the following page. 
ne is fallacious in principle. The table shows that: 

rroneous is the treatment of the *multi- a) the rate of growth of national income lags be- 
which an increment of income is regarded hind that of investment; 
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Table 1 


USA: Principal Elements of the Multiplier* 
(in billion dollars) 


Units 1949 1952 1953 1954 


National income (Y) 


Growth of national in- 

come (AY) -- 12.9 13.4 -3.8 
Expenditures on per- 

sonal consumption (C) 180.6 | 219.8 | 232.6 | 238.0 
“Propensity to consume” 


Gross private invest- 

ment (Ip) 32.9 49.9 50.3 48.9 
Net private investment 

(Ipn) 14.1 25.9 23.8 1935 
INew construction (state 

and private) 22.8 34.7 37.1 39.6 


tional income to “in- 

vestment fund” of -3.8 

previous year (AY : If) — 0.19 0.18 73.0 
Ratio of growth of na- 

tional income to incre- 

ment of “investment 

fund” of previous year -3.8 

(AY : AIf) 2 e 4.6 0.6 
Ratio of growth of na- 

tional income to gross 

private investments of -3.8 

previous year (AY: Ip) = 0.23 0.27] 50.3 
Ratio of growth of na- 

tional income to net pri- 

vate investment of pre- =3.8 

vious year (AY: Ipn) = 0.38 0.51/) °33,8. 
Ratio of increment of ex- 

penditures on personal 

consumption to “invest- 

ment fund” of previous 

year (AC: If) _ 0.14 0.18 0.07 

atio of increment of ex- 

penditures on personal 

consumption to net pri- 

vate investment of 

previous year (AC : Ipn) _ 0.3 0.5 0.22 
INumber of employed 


in national economy 58.7 62.9 63.8 64.4 


. 
. 4 J i 
5 I TION TE : 
i ee - 


* Official data have been used in this table. 


** This estimate corresponds tothe category “unconsumed out t” i esi iti 2 
*** 1956 in % of 1949. ee. put” used in Keynesian political eq 
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he ratio of increments of national income not 
) the total calculated “investment fund,” but 

) the smaller magnitudes -- private invest- 
both gross and net, as well as to the volume 
struction — proved to be less than unity, and 
eS even negative; 

expenditures on personal consumption, though 
ing the consumption not only of the working 
but also of the propertied classes, lag be- 
1e growth of national income, and to a still 

r extent, behind the rate of growth of invest- 


he ratios of the increment of national income 
>stment and to the increment of investment do 
splay any connection with the dynamics of the 
snsity to consume,” and in a number of cases 
ratios are greater while the “propensity to 
ne” is Smailer and vice versa; 
he superficial connection with the indices of 
ropensity to consume” revealed by the ratios 
total magnitude of national income to the cal- 
d magnitude of the “investment fund” is a 
> tautology of calculation and not a functional 
nic relationship. 
ymparison of the dynamics of investment, em- 
ent and unemployment is no less indicative. 
“owth of employment, as usual, lags considera- 
hind the growth of investment, whichisa direct 
of the growing organic composition of capital. 
der the conditions of the general crisis of 
lism unemployment often increases to agreat- 
tent than investment. This has been especi- 
iticeable in recent years. Thus, from 1953 to 
rivate investment in the USA increased by 
employment by 4.7% and the number of un- 
yed from 1,602,000 to 2,936,000, or by 83.2%. 
rrcentage increase in unemployment is 2.5 
as great as that of investment. Thus, in the 
t case there is, if one may say so, a *multi- 
e other way round”: instead of a multiple in- 
in employment in relation to investment, 
Ss an increase in unemployment. Recently, es- 
y as a result of the automation of some in- 
1 processes, investment has been leading not 
a relative but, indeed, to an absolute de- 
in employment. This is another refutation 
theory of the “employment multiplier.” 
mtenable and unsound nature of the “multi- 
heory, with its attempt to derive the magni- 
the multiplier from the notorious “propen- 
consume,” has become so evident that 
ms are levelled at the theory even in bour- 
economic literature. Thus, inhis “Mr. Keynes’ 
of the Multiplier: A Methodological Criti- 
Haberler notes that by linking the “mul- 
to the “propensity to consume” Keynes 


points merely to a relationship, but by no means 
reveals any causal connection. Haberler opposes 
“tying” the “multiplier” to the “propensity to con- 
sume” since the latter is a “shaky psychological 
foundation,” and concludes: “His (Keynes) central 
theoretical idea about the relationships between 
the propensity to consume and the multiplier, 
which is destined to give shape and strength to 
those observations, turns out to be not an em- 
pirical statement which tells us something about 
the real world, but a barren algebraic rela- 
tion...” (9) 

A still more critical appraisal of the “multiplier” 
is given in The Failure of the “New Economics” by 
Henry Hazlitt, who considers it “a worthless trin- 
ket” since only “by a wild stretch of the imagina- 
tion can this ‘functional’ and purely formal or ter- 
minological relationship be taken for a causal one. 
The causal relation is turned upside down, with the 
resulting wonderful conclusion that the greater the 
portion of income which is spent and the smaller 
is the portion corresponding to investment, the 
more this investment must multiply itself to create 
the aggregate income.” (10) | Retranslated from 
the Russian — translator.] 

The bourgeois criticism of Keynesism is an ex- 
pression of the viewpoint maintained by that sec- 
tion of the bourgeoisie which opposed the Keynesian 
formulas for economic regulation and especially the 
program of “full employment.” The propositions of 
the bourgeois critics of Keynesianism cited here 
are of interest in the sense that, though unable to 
expose the theoretical fallacies of the “multiplier” 
concept, they reveal certain logical absurdities 
which in the last analysis reflect the inherent 
fallacies of this theory. 

3 KK 

As we have said earlier, along with the above- 
mentioned “logical conception of the multiplier ,” 
wide currency has been gained in Keynesian litera- 
ture by the theory of “period analysis” which deals 
with the operation of the ‘multiplier” over a num- 
ber of successive periods. According to this inter- 
pretation, the total increase of income as a result 
of a series of successive expenditures is related 
to the initial expenditure that began the process, 
with this relationship being regarded as the “multi- 
plier.” 

In Lewis H. Kimmel’s recently published The 
Federal Budget and Fiscal Policy this interpreta- 
tion of the “multiplier process” is presented as 
follows. According to Kimmel, “the multiplier 
principle may be defined as one under which the 


- original addition of expenditures will produce an. 


increase in the total sum of expenditures and in- 
come greater than this original addition, since the 
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latter will cause greater expenditures by its re- 
cipients who will stimulate greater expenditures 
among other recipients, and so on in an infinite but 
diminishing series.” (11) [Retranslated from the 
Russian —translator.] — 

Thus the operation of the multiplier is regarded 
here not as an instantaneous action but as a pro- 
longed and even infinite process; the formation of 
income is related not only to the investment of capi- 
tal in production but to all expenditures in general. 

The concept according to which “incomes. are 
produced by expenditures,” one of the dogmas of 
vulgar economics, forms the pivot of the *multi- 
plier” theory. According to this concept the forma- 
tion of national income is regarded as separate from 
the process of production, as a result of the conver - 
sion of expenditures into incomes — any expendi- 
tures, both productive and non-productive. Alvin 
Hansen writes that a general increase in the “pro- 
pensity to consume” will result in a multiple rise 
in income just as in the case of an increase in in- 
vestment. (12) Gerbert Geyer even offers us the 
category of the “consumption multiplier,” according 
to which income is created by consumption. (13) 
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Such a vulgarized concept of the origin of incor 
is rooted in the anti-scientific theory of the cre 
tion of income by any “Services,” including the 
“services” of monopolies, the state machinery 
lice, etc. 

This interpretation of the “multiplier proces 
is connected, above all, with proposals to regul 
the capitalist economy through state expenditur 
Any expenditures out of that state budget are re 
garded as the “initially inducing expenditures” 
which cause a series of additional expenditures 
various sectors of the economy and a resulting 
crease in the total volume of income, employm 
and consumption. According to the ideas of bon 
geois economists this makes it possible to proc 
a decisive effect on the entire operation of cap: 
ist reproduction and even prevent economic cr: 
by regulating state expenditures. 

In its generalized form, the “periodic” mech 
nism of the multiplier is represented in the we 
known table given in Fritz Machlup’s article 1] 
od Analysis and Multiplier Theory.” (14) This 


the table in a Somewhat simplified form: 
OK 


Table 2. 


Incomes from Successive Expenditure of 4/5 of Income Received in Previous Period 


Initial 

Expend- 
Period itures 
1 100 
2 100 80 
3 100 80 64 
4 100 80 64 51.2 
5 100 80 64 51.2 40.96 
6 100 80 64 01:2 40.96 
ie 100 80 64 51.2 40.96 
8 100 80 64 51.2 40.96 
9 100 80 64 51.2 40.96 
10 100. 80 64 51.2 40.96 


32.77 

32.7723 126.21 

32. ET '26 21 20.97 

S200 te 2602) 20.97 16.78 

32.77 26.21 20.9751 6578 = 203242 


The table contains not one “multiplier” but two: 
one is formed diagonally as the ratio of the sum of 
successive incomes stemming from the initial ex- 
penditures, to these initial expenditures; the other 
is formed horizontally, because each row contains 
the sum of incomes derived directly from the initial 
expenditures and indirectly as 4/5 of the successive 
previous expenditures. As is clear from the table, 
in both cases it is assumed that income increases 


through the “splitting” of the previous expendi 
Of course, it is understood that goods and ser’ 
produced somewhere are forthcoming to meet 
expended incomes, but the “analysis” is not ec 
cerned with the content of production and dist 
tion and is reduced to the formal transfer of r 
incomes, ] 

The quantities represented in Machlup’s ta 
are not real incomes created in production, b 
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of personal incomes, including numerous sec- 
ry incomes, among them those obtained by ren- 
ag non-productive services which add nothing 
tional income. The principal defect of the 

2 consists precisely in the confusion of the sum 
sonal incomes with the national income pro- 
d, as well as the confusion of primary with 
ndary incomes, aS a result of which the table 

s no idea of the actual magnitude of the national 
me. As a matter of fact the table reflects only 
ain Superficial phenomena pertaining chiefly to 
novement of money received in the form of in- 
eS, or as the Keynesians put it the “circulation 
Oney as income,” and glosses over the class 

re of the production and distribution of national 
me. 

le magnitude of each of the two “multipliers” 
termined as follows: if the above-mentioned 
ilation is continued, the total sum of incomes 
nally and horizontally will approach 100 -——~ e 
J. The “multiplier” equals 5. Thus, it appears 
the effect of the multiplier is realized only in 
finite series of periods, in a series of constant- 
clining quantities. But this in fact means that 
ategory of the “multiplier” is disposed of, for 
‘eal “multiplier” ought to act within certain def- 
periods, cyclical phases of expansion, for 

aple. Only in this case could it be of real sig- 
ance. 

ie apologetic essence of this “period analysis” 
at it describes capitalist reproduction as a 

ess devoid of its real inner contradictions, and 
alist society as a sum total of “recipients of 
me” who are linked not by social relations but 
algebraic equalities. Yet all the quantities 

e “multiplier process” operate under condi- 
-of certain class contradictions in which invest- 
S are nothing else but the capitalization of sur- 
value obtained through the exploitation of work- 
Ny capitalists. The “propensity to consume” for 
art is also a strictly class category, for it in- 
3s such antagonistic magnitudes as the con- 

ar demand of the working people and the para- 
consumption of the exploiting classes. 

other characteristic of Machlup’s table is that 
incomes originate from spending only a part 

of the previous income while the remainder 

is saved, i.e., not spent at all. The sequence 
= proposed figures is such that the sum of 
“leakages” ultimately is equal to the initial 
diture: in the diagonal of Machlup’s table 

80) + (80-64) + (64-51. 2) ... = 100. These sav- 
lave given rise to the problem of “leakages” 
irgeois economic literature, for in this inter- 
tion no one knows what they consist of or where 


Bourgeois economists attach great importance to 
the problem of “leakages,” especially in connec- 
tion with the problem of the limits to the “multiple 
process.” Thus, S. J. Maisel holds that the “peri- 
od analysis” (1 15) table shows “why the multiplier 
applies and why its action ceases .. . Multiplication 
ceases because in every period fe is a leakage 
in the stream of expenditures. A certain portion 
of the income obtained is saved instead of being 
spent. Actually, the multiplier effect terminates 
when all of the initial increase of purchasing power 
leaks away ... When the multiplier ceases to op- 
erate, the sum of Savings is equal to the magnitude 
of the original investment.” (16) [Retranslated 
from the Russian — translator.] 

This kind of treatment of capitalist reproduction 
is an apologetic attempt to gloss over the contra- 
dictions of the capitalist economy and to represent 
the cyclical nature of its development not as a re- 
sult of these contradictions but as a result of the 
“leakage” of savings. Yet this explanation is quite 
untenable, for the crises which are the turning 
points of cycles are crises of overproduction, and 
if savings had not “leaked” away but had been in- 
vested, this would only deepen the gap between the 
growth of production and the relative narrowness 
of the capitalist market. 

The theory of “leakages” is one of the mainstays 
of the whole “multiplier theory” and is used to 
justify practical programs of eliminating crises 
under capitalism through decreasing the “propen- 
sity to save” and increasing the “propensity to in- 
vest” in every possible way. According to the Key- 
neSian recipes, this should be the aim of the finan- 
cial and credit policies of the bourgeois state and 
bank monopolies. Yet the hope of putting an end to 
crises with the help of this policy is absolutely 
futile because the “multiplier process” breaks 
down not as a result of “leakages” of savings but 
because of infintely more profound causes inherent 
in capitalism. 

An analysis of the “multiplier process” not as 
an abstract algebraic expression but in its connec- 
tion with real economic processes on the basis of 
capitalist relations of production discloses above 
all that a one-sided treatment of the so-called mul- 
tiplier effect is unacceptable. Secondary, tertiary 
and other effects no doubt exist in the capitalist 
economy. Expanded reproduction would be impos- 
sible without them. Expenditures in one field of 
the economy bring about an additional expansion of 
activity in related branches, leading -- in the 
phases of cyclical expansion -- to the growth of em- 
ployment, a greater volume of production, etc. But 
the “inducement” of investment and the resultant 
expansion of production are inevitably accompanied 
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under capitalism by: a) a lag in the purchasing 
power of the masses behind the growth of produc- 
tion; b) a disproportion between departments I and 
II of social production; c) a lag in the growth of 
employment behind that of capital as a result of a 
rise in its organic composition and the concentra- 
tion of capital; d) a lag in the expansion of the mar- 
ket behind the growth of production, etc. Withevery 
new step in the spread of the “multiplier effect” 
there is a sharpening of the contradictions between 
the social character of production and capitalist ap- 
propriation, between the conditions of production and 
the conditions of realization, between the striving 
for infinite expansion of production and the limited 
basis of consumption. As a result, the spread of 
the “multiplier effect” simultaneously gives rise to 
internal forces leading to a disruption in the proc- 
ess of reproduction which has its sharpest reflec- 
tion in crises of overproduction. 

The works of the classics of Marxism-Leninism 
provide an exhaustive scientific analysis of those 
real processes in the capitalist economy which the 
Keynesians superficially and apologetically describe 
as a mechanical “multiplier process.” The class- 
ics of Marxism and Leninism expose the scientific 
untenability of the bourgeois-apologetic concepi of 
the mechanical growth of production and the market 
free of inner contradictions (Say, the “legal Marx- 
ists” and others) as well as the petty-bourgeois 
denial of the possibility of capital accumulation and 
expanded capitalist reproduction as a result of the 
contradiction between production and consumption 
(Sismondi, the Russian Populists, etc.). Analyzing 
the process of capitalist accumulation, Marx wrote: 
“Just as production and reproduction of the availa- 
ble capital in one sphere presupposes parallel pro- 
duction and reproduction in other spheres, so too 
the accumulation or formation of additional capital 
in one branch presupposes the simultaneous or 
parallel creation of additional output in other bran- 
ches of production.” (17) Developing this analysis, 
Marx comes to the conclusion that “... the universal 
law of the production of capital is to eodune within 
the possibilities of the development of the produc- 
tive forces (i.e., within the possibilities of exploit- 
ing the maximum mass of labor with the given mass 
of capital), disregarding the existing limits of the 
market or purchasing power. This takes place 
through the constant expansion of production and 
accumulation and, therefore, through the constant 
reconver sion of income into capital, while on the 
other hand, the demand of the mass of producers is 
limited, and in accordance with the nature of capi- 
talist production must be limited by the average 
level of needs.” (18) Thus, the series of actions 
which is superficially expressed in the “multiplier 
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effect” is characterized by the growth of capita 
ism’s inner contradictions between accumula- 
tion and consumption, between production and ft 
market. 

OKA 

It is clear from the above that the principal ¢ 
of the “multiplier theory” is to prove that: a) 
the capitalist economy it is possible to harmon: 
ly combine production, accumulation and consu 
tion, b) that the disruption of this combination 
stems not from capitalist contradictions but fre 
the psychological “propensity to save” and c) 
possible to achieve a crisis-free development ¢ 
the capitalist economy through such regulation 
would stimulate the investment of savings. 

Yet reality with its periodic grim economic 
crises offers no evidence to substantiate this r. 
bow-like idea of the “multiplier process.” The 
fore, bourgeois economists have been compelle 
evolve another explanation of disproportions ar 
shocks. in the capitalist economy, not excluding 
however, the concept of the possibility of overc 
ing crises within the framework of capitalisr 
We refer to the so-called “acceleration prin. 
ciple.” 

In the most general form the essence of the 
celeration principle” is to substantiate the noti 
of the influence of a growth of income on the ac 
celeration of the growth of investment. The au 
thors of this theory claim that changes in the a 
mand for finished output, including consumer g 
cause Sharper changes in the amount of capital 
necessary for the production of these goods. / 
Hansen writes that “the numerical multiple by 
which every dollar of accrued income increase 
vestment is called the accelerator coefficient, 
simply, the accelerator.” (19) [ Retranslated 
the Russian — translator.) J. M. Clark has a 
rower definition: “The demand for enlarging t. 
means of production ... varies, not with the 
volume of the demand for the finished produ 
but rather with the acceleration of that dem 

. The total demand for producers’ goods te 
to vary more sharply than the demand for 
finished products, the intensification being i 
proportion to the average life of the goods i 
question. ” (20) . 

The authors of this theory usually mention t. 
following causes of “acceleration”: 1) the ler 
of time required to manufacture the equipment 
a result of which the unsatisfied demand prom 
excessive production of equipment in the peric 
tween the origin of demand and the output of e 
ment; 2) the length of time during which the e 
ment is used, as a result of which it depreciat 
gradually and is replaced in parts, while the 

| 
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ventage relationship between new investment and 
ie replacement investments proves to be greater 
.the percentage growth of production that has 
sed this new investment. (21) As a result, 

1 insignificant fluctuations in the demand for 
shed products, and above all consumer goods, 
yrding to the principle of acceleration may 

se Sharp changes in the demand for the means 


roduction. The longer the life of equipment, i.e., 


lower the rate of its annual depreciation, the 
rper the fluctuations in the total volume of in- 
ment. 

he Keynesians attach especially great impor- 

e to the “acceleration principle.” They believe 
it accounts for the causes of the “cumulative 
sess” — a rapid growth of the economy in the 

se of expansion, as well as the development of 
roportions, interruptions and even “explosions” 
certain stage of this “cumulative process.” 

he theory of the “accelerator” has met with 
Ous objections even among bourgeois econo- 

ts. The critics of this theory correctly point out 
the “acceleration principle” takes no account 
lle equipment, technical improvements of equip- 
t already installed and especially of newly 
oduced equipment, intensification of the opera- 
of equipment, or its fuller exploitation by intro- 
ng additional shifts. For these reasons an in- 
ised demand for finished products does not al- 
Ss require a sharper increase in the means of 
luction. 

yme bourgeois economists level substantial 
retical criticisms against the “acceleration 
ciple.” Thus, J. Tinbergen comes to the con- 
ion that the dynamics of investment depend not 
onsumer demand but on the “profit fluctua- 

s,” and he counterposes the “profit principle” 
ie “acceleration principle.” He believes that 
re are sufficient theoretical grounds for ques- 
ing the validity of the acceleration principle. 
opinion, the explanation of fluctuations in in- 
ment by fluctuations in profits is more accepta- 
» (22) [Retranslated from the Russian — 
slator. ] A similar viewpoint is maintakned by 
_Duesenberry who writes: “The actual level 
vestment is determined largely by the inter - 

yn between the marginal efficiency of capital 
one hand, and the supply of money capital to 
ridual firms on the other.” (23) [Retranslated 
1 the Russian — translator.] But the bourgeois 
es, of course, bypass the apologetic essence 

e “acceleration principle.” 

can easily be seen that the arguments given 


empt to explain the disproportions of capi- 
t reproduction by the technical properties of 
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equipment and thereby to gloss over the contradic- 
tions of capitalism which actually cause these dis- 
proportions. The duration of the period required 
to manufacture equipment as such is not the cause 
of disproportions, of excessive increases in the 
production of means of production and the gap be- 
tween the latter and the production of consumer 
goods. These occur not because of technical prop- 
erties of equipment but as a result of the contra- 
diction between social production and capitalist 
appropriation, which causes the anarchy of produc- 
tion and the progressive lag of the purchasing pow- 
er of the masses behind the growth of production. 
The most conclusive proof of this is the absence of 
such disproportions in the socialist economy. 
Similarly, the replacement of depreciated equip- 
ment causes disproportions only under the condi- 
tions of capitalism. 

Another peculiarity of the theory of “accelera- 
tion’ is its attempt to reduce the need for the 
preferential growth of the production of the means 
of production to the technical factor of the life of 
equipment and the need for its partial replacement. 
Yet this factor is merely of added or derivative 
significance, since it describes the relations be- 
tween the amount of replacement and expansion of 
fixed capital; the actual roots of the law of the 
preferential growth of production of the means of 
production inhere in the economic conditions of ex- 
panded reproduction of the entire social product, 
and above all in the need to satisfying the relation 
Iv+m>lIlIc. Since the share Iv+m in the production 
of department I decreases with the growth of the 
productivity of social labor, while the share IIc in 
department II increases, the principal condition for 
expanded reproduction Iv+m>TIIc holds good only if 
there is an accelerated growth of the product of 
department I. This law is a direct expression of 
the growth of the productivity of social labor and 
is essentially unaffected by the comparative dura- 
tion of production and utilization of various kinds 
of products. 

At the same time the theory based on the “ac- 
celeration principle” draws no distinction between 
the need for the preferential growth of production 
of the means of production stemming from the 
general conditions of expanded reproduction and 
free of inevitable disproportions on the one hand, 
and the specific relations in the development of both 
departments inherent in the nature of capitalism 
and characterized by inevitable disproportions and 
disruptions on the other. Glossing over the spe- 
cific features of capitalist reproduction and re- 
ducing the latter to technical factors and relations, 
this theory in the last analysis attempts to sub- 
stantiate the possibility of a crisis-free 
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development of the capitalist economy. 

The “acceleration principle” combined with the 
“multiplier principle” underly the latest “theory of 
economic growth” and econometric models of the 
cycle. 

According to “the theory of economic growth” 
(Hansen, Samuelson, Harrod, Domar), in the capi- 
talist economy there is an interaction of the “multi- 
plier” and the “accelerator” — a certain “system 
of levers.” The multiplier causes a growth of in- 
come, employment and consumption, while the ac- 
celerator stimulates new investments which set the 
whole process of the operation of the multiplier in 
motion all over again. Hansen believes that this is 
a “supercumulative process based on the interac- 
tion of multiplier and accelerator.” (24) (Re- 
translated from the Russian -- translator.|] This 
is the Keynesian concept according to which capital- 
ism contains the possibility of an infinite *“multiply- 
ing process,” i.e., a possibility of crisis-free de- 
velopment, given state regulation. 

Econometric models of the cycle are supposed to 
reveal the factors which disrupt the “supercumula- 
tive process” and to determine such combinations 
of “multiplier” and “accelerator” as would make it 
possible to avoid crises. Thus, Hansen presents a 
model in which the “propensity to consume” equals 
1/2 and the accelerator equals 2. Asa result, 
rather smooth waves (cycles) of increases and 
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decreases in national income are formed. 

The same method serves as the basis for Pa 
Samuelson’s model which is frequently mentio 
in econometrics and which aims at disclosing 1 
results of the interaction of various coefficien 
of “multiplier” and “accelerator.” Ignoring, i 
fact, the actual sources of the growth of nation 
come as net product created in production, Sar 
son uses the model to determine the growth of 
tional income as a result of the state’s expendi 
of one dollar, and to show how this value will 
change given various coefficients of “multiplie 
and “accelerator.” Assuming first that the “pi 
pensity to consume” (@) is equal to 1/2 and the 
accelerator (8) to 1, he finds that in the second 
riod after the expenditure of the first dollar th 
growth of private investment will be 0.5 (for B 
and thus together with the new dollar of state e 
penditure the total growth of national income y 
amount to 2 dollars. In subsequent period this 
value will automatically undergo wavelike mov 
ments as in Hansen’s model, butthe nature of t 
fluctuations will depend on the magnitude of the 
multiplier, i.e., on the “propensity to consume 
and the “accelerator” (8). This is reflected in 
the following model of the dynamics of grow 
of national income constructed by Samuel- 
son: 

4K 


Table 3 


A Model of the Dynamics of National Income with Selected Values of the 
“Propensity to Consume” (a) and the “Accelerator” (8)* 


Periods 


1 
2 
3 
4 
) 
6 
i 
8 
9 


* The Review of Economics and Statistics, Vol. XXI, May 1939, p. 77. 


In other words, the cyclical development of capi- 
talism is viewed as being caused mainly by the 
“accelerator,” i.e., by the accelerated growth of 


1.00 
5.00 
17.80 
56.20 
169.84 
500.52 
1,459.592 
4,227.704 
12,241 .1216 


production of the means of production. But, 
other hand, if the accelerator coefficient is v 
high, i.e., if investment is several times as 
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€ consumption which has caused it (fourth 

mn), there is allegedly the possibility of ex- 
ely rapid, “explosive” development without 
cal declines, though Samuelson regards this 
ation” as unstable. 

us, according to bourgeois economists the 
elerator” turns out to be simultaneously a fac- 
f{ rapid growth and of the disruption of growth. 
is, of course, an indirect and distorted reflec- 
of the fact that the material groundwork of an 
Omic boom is the expanded production of the 

1S Of production and that a crisis sets inasa 

lt of a gap between production and consumption. 
t is precisely this gap that the model describes 
SS a Socio-economic phenomenon, nor as a spe- 
feature of capitalism, but as the result of cer- 
combinations of mechanical quantities, asa 
historic phenomenon which has no connection 
the nature of the social system. Hence, the 
lusion is reached that it is possible to regulate 
> mechanical quantities — the “multiplier” and 
elerator” coefficients — to ensure a “crisis- 
cycle.” 

us, Samuelson believes that for the model of a 
> having regular movements (represented in the 
nd column) “a constantly maintained level of 

. expenditures will result in a smaller ampli- 
of fluctuations.” [Retranslated from the Rus- 
-— translator.| But for a model in which sharp 
nes occur (represented in the third column), it 
essary to manipulate state expenditures, for 
a constant level of state expenditures will en- 
‘explosive oscillations.” Thus, state expendi- 
3, depending on the relation of the “multiplier” 
‘accelerator” coefficients, are regarded as a 
is of regulating the cycle. 

¢ the unsound nature of the “multiplier- 
lerator” theory also makes the hopes of build- 
effective “anti-crisis policy” on the basis of 
heory untenable. In the capitalist economy it 
possible to create the conditions for such a 

h of national consumption as would always be 
nensurate with the accumulation of capital and 
rowth of production, as required by the “multi- 
” This is just as impossible as producing 
jation in which an accelerated growth of pro- 
on of the means of production would not -- under 
list conditions -- lead to an ultimate gap be- 
this growth and the production of consumer 

; and consumer demand, as the “acceleration 
iple” anticipates. 

en the antagonistic and anarchic system of 
list economy this cannot be attained by any 

S, including state expenditures, the principal 
iment of “anti-crisis policy.” This is pri- 

y because — despite the anti-scientific, 


vulgarized concepts of bourgeois economists — na- 
tional income is not created by state expenditures; 
the latter are themselves deductions from national 
income, and in addition they are predominantly ear- 
marked for non-productive purposes, above all for 
the armaments race. Of course, an increase in 
state expenditure may entail a partial increase in 
demand and a temporary expansion of economic 
activity. But the other side of state expendituresis 
that their growth is achieved mainly out of taxes. 
Since taxation of the masses is the chief source of 
the expenditures of the bourgeois state, the ultimate 
result of this policy is a restriction of the pur- 
chasing power of the masses and thereby a strength- 
ening of the premises for an economic crisis. 

There are no firm grounds, therefore, for be- 
lieving that state expenditures can become a regu- 
lating force of the “multiplier process” and the 
state budget “a built-in economic stabilizer,” as 
the authors of the “multiplier-accelerator” theory 
hope. The experience of economic regulation on 
the basis of the Keynesian recipes in capitalist coun- 
tries and especially in the USA show that, though 
this regulation brings great profits to the monopo- 
lies, it is unable to go beyond the framework of the 
operation of the elemental lawsof the capitalist 
economy and cannot eliminate crises and unemploy- 
ment under capitalism. 

A critical analysis of the principal elements of 
the Keynesian “multiplier process” throws into 
sharp relief the underlying defects of the capitalist 
mode of production as well as the inherent advan- 
tages of the socialist economic system over its 
capitalist counterpart. In contrast to capitalism, 
under which the “multiplier effect” inevitably breaks 
down because of the inner contradictions of capital- 
ist reproduction and, in fact, merely prepares the 
conditions for the next economic crisis, in the So- 
viet Union the secondary, tertiary, etc., effects of 
some branches on others, as well as the influence 
of capital investment on the growth of national in- 
come and popular consumption, are realized under 
the conditions of the planned and balanced growth 
of production, accumulation and consumption. The 
multiplier effect, therefore, is accompanied here 
by the steady development of production without 
crises and depressions. 

In contrast to the capitalist economy where pro- 
duction cannot be determined by the “propensity to 
consume,” the development of production in the so- 
cialist economy is subordinated to the goal of satis- 
fying the needs of society, and therefore, popular con- 
sumption acts as a powerful stimulus to the growth of 
production. This makes it possible to use the produc- 
tive resources of society in the most effective way 
and to move social production forward at ahigh rate. 
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In the socialist economy the law of the preferen- 
tial growth of production of the means of production 
fully reveals its progressive significance; its opera- 
tion involves none of the contradictions or dispro- 
portions which are inevitable under capitalism and 
lead to an antagonistic gap between production and 
consumption. Under socialism the law of the pref- 
erential growth of production of the means of pro- 
duction creates a firm groundwork for the balanced 
development of the whole national economy at a high 
rate and for a steady growth of popular consump- 
tion. 
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